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the family and serving the nation. Through all the years since it started business as a 
mutual company, the New York Life has been a strong haven of protection. The Company 


looks forward earnestly to the responsibilities and great opportunities which lie ahead. 


NEW YORK LIFE INSURANCE COMPANY 


51 Madison Avenue, New York 10, N. Y. 


, 1944 the New York Life Insurance Company entered its 100th year of protecting 
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I] know that on every battlefront some woman—such — with smart street uniforms . . . a monthly allowance while 
as I shall try to be—is helping to save the lives of _ \earning... preparation for a wide choice of interesting work 
American soldiers, perhaps the life of my own such as nursing executive, public health nurse, child health 
brother, perhaps your sweetheart. specialist, or anesthetist. And in any essential nursing job, you 

Nurses are needed everywhere, and sol am going will be serving your country as well as yourself. If you are a 
to be a nurse... training here at kome... with high-school graduate, between 17 and 35, with a good scho- 
later a free choice of how I shall serve. I am going _\astic record, and in good health, get further information 
to help people get well, and someday I am going to now at the nearest hospital, or write: U. S. Cadet Nurse 
be a better wife and mother, too, because of this | Corps (U.S. Public Health Service), Box 88, New York, N. Y. 


training in the proud profession of nursing. 
& P p f f s THIS MESSAGE CONTRIBUTED BY 


Yes, nurses are needed—here at home in civilian hospitals ae 
. ee THE PRUDENTIAL 


and clinics as well as military. To train them, your govern- weeeael camsiie ay dona 
ment, through the U. S. Cadet Nurse Corps, offers to in- iF A mutual life insurance company 
telligent young women a professional education free eee HOME OFFICE: NEWARK, NEW JERSEY 
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This is one of a series of advertisements appearing in Life, Saturday Evening Post, Newsweek, Time, American Magazine, 
Better Homes & Gardens, American Home, American Legion Magazine, Harpers, Atlantic Monthly, National Geographic, and other magazines. 
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FOUR YEARS OF PROGRESS 
Snsurance In Force 


December 31,1939 December 31,1943 Increase 


Ordinary Insurance ........... $ 68,411,560.00 $100,710,153.00 47% 
Group Insurance ............: 127.572,828.00 191,518,766.00 50% 
Total Insurance .............. 195,984,388.00 292,228,919.00 49% 


Asis tthd SLiabil-tios 


December 31,1939 December 31,1943 Increase 


Admitted Assets .............. $ 9,158,083.82 $ 14,244,120.34 56% 
Reserves and Liabilities........ 8,285,570.68 12,808,375.98 59% 
Capital and Surplus........... 872,513.14 1,435,744.36 65% 
 venene seal 2 Neabianiitiasiniila 

For Year 1939 For Year 1943 Increase 
EO Ae eee ee $ 3,551,042.58 $ 5,420,674.06 53% 
Disbursements ......ccccceces 3.178,683.42 3,685,870.93 16% 
Excess: Income over Disbursements 372,359.16 1,734,803.13 366% 

—P eid to Z olicyouners aiid Beneficiaries 

Since Organization to December 31, 1939. ............c ccc eeeees $18,840,691.59 
8 | SEO Tree eee EET TTT TT eee 8,481,199.47 
Total Paid Since Organization to December 31, 1943............. 27,321,891.06 


Pebainnphied: Lele 


JS nsuUrance Company, Sn VC. 
Poanoke’ 10, ViBinia 
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Fosdick Has A Word For It 


challenged for accuracy and verification. If it 

cannot stand the test, it should be regarded as 
unworthy of serious consideration. Truth is unafraid 
of any strenuous test.. As Dr. Oliver Wendell Holmes 
said, “Don’t be afraid to handle the truth roughly. 
She’s no invalid.” 

This leads to the conclusion that as we progress 
through life we should have less of “the easy- 
acceptance attitude” and more of “the challenging- 
inquiry mood.” What we need is more doubt and 
greater verification before acceptance. Doubt is the 
offspring of knowledge. The more we know, the more 
we know how little we know, and how insecure is our 
present knowledge. For the truths of yesterday some- 
times become the laughing stock of today. With old 
truth, new facts frequently disagree. Doubt has great 
constructive value. It is the shadow of truth not yet 
arrived. We must challenge important assumpttons. 
He who doesn’t question much, doesn’t learn much. 
We must express our doubts and our dissent. 

Free trade in thought and feeling is of paramount 
importance. I am very fond of Oliver Cromwell’s 
dictum “Brethren, in matters of the mind we look for 
no compulsion, only light and reason.” That indeed 
is an invitation to the challenging inquiry of an alert 
mind. I am in favor of more controversial thought, 
more disagreement with accepted custom and con- 
ventional standards. Constructive discontent with 
things as they are, points the way to higher concepts 
and greater truth. I am no champion of quick be- 
lieving. It leads to mental drowsiness and laziness. 
Emerson expressed it well when he said, “Every mind 
has its choice between truth and repose. You cannot 
have both. Take your choice.” Enkindle your mind 
with vigorous questions. Enthrall your imagination 
by the light of new truth. Let the opposing forces 
enter the arena of your intellect to fight for survival. 
All truth that is established is the result of conflicting 
forces each trying to destroy the other. 

Wherever we go it is the same conflict of opposing 
forces. The struggle goes on under different names. 
Truth fighting error, light against darkness, facts 
versus fiction, right against might. The story is the 
same, only the names are different. And in this battle 
it is necessary for our own ultimate welfare, to fight 
valiantly on the side of Truth. The question mark is 
the essential weapon. Hurl it right and left into the 
fray. Only Truth will absorb the thrust. Error will 
collapse and call on all forms of ignorance and out- 
moded tradition to come to its rescue. Verily, the 
truth must be fought for. If only a word could be 
found to describe the struggle: How often I have 
looked for a descriptive word, and my prolonged 


A LL knowledge we acquire should be constantly 
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search has been rewarded. The inquiring spirit hav- 
ing made the discovery, whispers in my ear, “Fosdick 
has a word for it.” 

In an address entitled “Let the Winds of Freedom 
Blow,” Raymond B. Fosdick, president of the Rocke- 
feller Foundation, said, “A university should be a 
ferment—a center of provocative and challenging 
thinking. It should be a place where nothing is taken 
for granted, where everything must prove itself, where 
there are no ‘Keep Out’ signs against the inquisitive 
and questioning spirit.” In that lofty concept Fosdick 
has produced the illuminating word “ferment.” It is 
the flawless word discovered at the critical moment of 
definition. The dictionary tells us that ferment is “to 
cause to boil gently, to agitate, to arouse.” You may 
be sure wherever there is ferment in an institution 
there is the criss-cross of different opinions and op- 
posing conclusions. Under such circumstances criti- 
cism remains uncloistered and unabridged. There, 
freedom of speech exists and Truth will prevail. 
Sometimes the findings may be unpleasant but as 
Goethe said, “The truth is ever a rock, hard and 
harsh, but a solid foundation under the feet.” 

Mr. Fosdick’s concept can certainly be carried be- 
yond the limits of universities. Large and small in- 
dustrial organizations, great corporations and life 
insurance companies should also be ferments where 
there are no “Keep Out” signs against the challenging 
spirit. Where constructive criticism should not orly 
be tolerated but actually welcomed. Where every em- 
ployee or agent, without restriction, should have the 
right to be heard. He should be allowed to express 
the truth as he sees it, thus guaranteeing his intel- 
lectual freedom. And from this pattern of opposing 
forces, new truths will give us proper direction for 
future growth and expansion. From the force of con- 
flicting opinions which separates us now, we can 
envision a future harmony. 

And so, with great enthusiasm, I cast my lot with 
those who will “fight for ferment” and who will help 
replace the “Keep Out” signs by “Welcome”’ signs, to 
all sincere and constructive dissenters. The strength 
of a great institution can be measured by the intel- 
lectual skepticism and doubting that it harbors. That 
thought was amplified by William James who said, 
“An institution requires more undisciplinables because 
they are infinitely more precious than an organization 
full of ordinary routinists.” Let us therefore avoid 
the mould of stereotyped routinists and get more air 
and light into our thinking and greater freedom in 
expressing our thoughts. Thus, when the roots of 
dissension and opposition are planted in fertile soil, 
there will be greater growth and finer fruit for to- 
morrow’s use. 
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OPINION 


Protection of the family unit 
demands that a man be per- 
mitted to transfer, tax free, 
properties to his dependents 

sufficient for their support 


By MAX VON BABO 


N this new era of social progress it is the aim of 

our Government to see that its peoples, who need it, 

are provided for through Social Security, Yet, when 
the individual strives through his own efforts to meet 
his duty to society, that of accumulating an estate 
sufficient to provide security and protection for his 
family and near dear ones, he finds that his hard 
earned life’s accumulation is apt to be subjected to 
very improvident treatment, as recently occurred by 
the elimination of the exemption on life insurance by 
the 1942 Federal Estate Tax Law. Of all the units 
in our society the family unit above all should have 
the most generous treatment. The husband, who 
makes it his life’s work to build that unit up, provide 
for it, and leave it security and protection, should his 
Master ask him to answer his last call, certainly de- 
serves to have all the help possible to keep the family 
intact, at least to the extent of providing the necessi- 
ties of life for his immediate family, when he is gone. 


Sane National Economy 

It seems only just, that every man should be allowed 
to transfer tax free to his wife and/or his children, 
when he dies, at least an amount sufficient to provide 
for them life annuities to cover the ordinary comfort- 
able necessities of life. Otherwise of what use is it 
for a man to struggle all his life to build up a moderate 
comfortable estate, only to see laws passed that will 
deprive his beneficiaries from having the necessary 
benefits of his life’s labors? Such a condition will 
kill ambition and retard progress, for the most impor- 
tant incentive to become successful will be removed. 

In our present economy the only practical and safe 
way and in most cases the only possible way for the 
man of moderate means of providing security for his 
beneficiaries is by the use of life insurance principles, 
whether through private or governmental channels. 
The 1942 Revenue Act, by eliminating the $40,000 life 
insurance exemption, when a beneficiary is designated, 
has endangered the only safe source of protection for 
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the family unit without regard to the consequence to 
the family. By the removal of this exemption, the cost 
of life insurance for the worthy successful citizens of 
moderate means has become so high that it almost 
does not pay for them to purchase it, as will be shown 
later. Under present conditions it is almost impossible 
to build up a moderate estate without the aid of life 
insurance, and it appears this will become still more 
difficult. 

Because of this, will the individual be allowed to 
become so discouraged that he will not make any 
attempt to provide for his family, with these two re- 
sultant ill effects: one, a less amount of income earned 


by him, decreasing the amount of the national pros- ° 


perity; two, his dependents, instead of being provided 
for by him, will become dependent upon a meager 
government aid, with the accompanying possibility of 
also becoming voting tools of the politicians? Let us 
see to it that the good old American spirit of individ- 
ualism will assert itself and prevent such a deplorable 
condition from occurring. 


Problem of Family Head 


Turning to the problem of a thoughtful, security 
providing husband, let us see what he is up against, 
when he wishes to leave his wife and children the 
ordinary comforts of life. As an example, let us 
assume Mr. “A” decides to leave sufficient funds to 
provide his wife a life annuity of $300.00/mo. (20 
years certain). This will pay her $300.00/mo. as 
long as she survives her husband, and should she die 
before 20 years after the death of her husband, the 
children or other wife’s beneficiaries will receive the 
$300.00/mo. for the remainder of the 20 years, pro- 
vided taxes do not reduce it too much. Even to meet 
the *tpremiums for the life insurance, to purchase an 
annuity of $300.00/mo. will be a terrific burden. Under 
the existing purchasing power of the dollar, $300.00/ 
mo., out of which the income tax must be paid, cer- 
tainly is a very meager sum for a widow and perhaps 
one or more children to provide for themselves the 
ordinary requirements of life. Besides the decreased 
purchasing value of the deflated dollar, the income will 
be taxed about 25% or more. Let us also assume Mr. 
“A” is 40 and his wife 35, his son is 6 and his daughter 
is 3, and his income is $15,000/yr. (At higher ages 
the task will be more difficult.) 

If Mr. “A’s” estate consists of 


Home ... $25,000 He wishes to keep intact. 

Personal . 10,000 Subject to heavy loss at a sacri- 
fice sale. 

Other ... 15,000 Securities with uncertain liqui- 


dating value. 
Business. 50,000 Will decline greatly in value after 
he is gone. 
Insurance 100,000 Only safe reliable income produc- 
ing asset. 
Requires cash for over $37,000 
taxes plus administration costs. 


can Mr. “A” have his wish fulfilled under the 1942 
Estate Tax Law, if he should suddenly die, say at age 
42? In Prentice-Hall Tax Service it states that $52,- 
000 is the probable cash needed at death for a $200,000 
estate, so it can be readily seen that either the business 
must be liquidated or the amount of insurance must 
be reduced, if the home is not to be sacrificed. 

If Mr. “A” dies at age 42, his wife in this assumed 
case would be 37, and to provide her a life annuity of 
$300.00/ mo. would require about $100,000, so Mr. “A” 
decides to take out $100,000 worth of ordinary life 
insurance, having a yearly premium of $2,650.00. Be- 
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cause his taxable yearly income is $15,000 will that 
be nough insurance? In most cases it will be far 
from enough. It will depend upon the liquidity of 
the rest of the estate, the amount of taxes, and the 
administration expenses. This insurance in this case 
will not net $100,000 for the purchase of the annuity, 
because now it will be taxed in full along with the 
other assets by the Federal Estate Tax (and in most 
states also by the State Inheritance Tax), so that addi- 
tional insurance must be taken out to pay the tax on 
the insurance and also to pay the tax on the tax on the 
insurance, besides the tax on the rest of the estate. 
The insurance is taxed by the Federal Estate Tax, 
because in most cases the wife, having no income of 
her own can not pay the premiums on her husband’s 
insurance so as to make it tax exempt, and any gift 
the husband makes to his wife for that purpose would 
very likely to be considered as an indirect payment by 
the husband. Very few wives and children have suf- 
ficient income of their own to pay premiums so as 
to make the insurance’ on the husband or father not 
includible in the decedent’s estate. The very rich, 
who do not need any extra help can avoid the tax by 
furnishing their wives and children independent in- 
comes to pay the premiums, which is a most unfair 
situation. 

In order to provide only the tax on the insurance and 
not for the rest of the estate, instead of $100,000 of 
insurance being required, which would be sufficient, 
if exempt from estate taxes, $130,000 of insurance 
is needed; the extra insurance is needed to pay for 
the tax on the $100,000 and the tax on the additional 


tax, making the premium required to net $100,000 one’ 


of $3,500, instead of $2,650. And that is not all of 
the hardship. This premium coming from a yearly 
income of $15,000, will require Mr. “A” to earn about 
$6,000 to net the $3,500 insurance premium. In simple 
form Mr. “A” has to earn and pay about $6,000 yearly 
to meet the premium that will net his estate $100,000 
of insurance, when he dies. 

Ask any insurance executive what he thinks of the 
possibility of selling a man aged 40 a $1,000 whole life 
policy having a yearly premium of $60. That is the 
excessive amount that has to be earned and paid by 
Mr. “A” in order to fulfill his normal obligation to his 
family. The tax for the rest of the estate must come 
from the liquidation of the other assets. Perhaps his 
business when sold will bring in only half the appraised 
value, etc., depending upon what effect forced liquida- 
tion will have. 


Function of Estate Taxes 

Since estate taxes are considered to be levied not 
primarily for the purpose of raising revenue, but to 
keep estates from becoming too large and to prevent 
the concentration of wealth; why not allow a certain 
tax exempt sum sufficient to provide annuities so that 
the family unit can be assured a moderate comfortable 
living. This sum coming from life insurance proceeds 
or other assets should be exempt from estate taxes 
provided the proceeds are ordered spent by either the 
decedent or beneficiary to purchase a life annuity for 
the wife or husband, their children or their parents. 
This, we believe, will help to keep the family unit 
intact, and aid it in its course through life, enabling 
it to remain independent of public aid, not riding on 
the slow scow called “From the Craddle to the Grave” 
but on its own self-powered yacht “Individual Initia- 
tive.” The husband can have a goal to work for, and 
the knowledge that his family will have security and 








protection, when he is gone, will spur him on to become 
a greater success. 

The special additional exemption is suggested only 
for the benefit of the family unit, as defined in Sec. 
403 of the 1942 Revenue Act, where it was deemed 
necessary to make special concessions. There under 
the subject of power of appointment, transfers made 
by appointment were exempt when the appointments 
were restricted to the spouse of the decedent, descen- 
dants of the decedent or his spouse, spouses of such 
descendants. Why not exempt a moderate annuity to 
provide the ordinary living requirements for this 
group? The many benefits that will be accomplished 
will be enumerated later, although at first glance at 
this plan, it may appear inconsequential. 


One Hundred Thousand Exemption 

What better way could this portion of the estate 
be distributed? $100,000 in one lump sum sounds 
large, but when considered as income producing under 
the present high tax rates, and with the deflated dol- 
lar, it soon declines in purchasing value. Before the 
dollar wes deflated 40%, and 5% was a normal interest 
return, instead of 214°, and incomes were taxed by 
about 1/3 the present rates, $28,000 could produce as 
much net income as $100,000 does now. Therefore, 
one should not look upon this exemption as so much 
capital, but as an income to provide the cost of a very 
moderate living for the annuitant for life or for a 
period 20 years certain. The 20 years certain will 
provide for children of an, annuitant, who dies, at least 
until the children are 20 years old or over, if there 
should be any. 

When the world stops its extravagance of destruc- 
tion and starts reconstructing and producing, perhaps 
then capital will regain its value as an income producer 
and interest rates will be higher, so that one will not 
have to accumulate so much of it before having suf- 
ficient to provide a modest living income. For the 
meantime something should be done immediately or 
thousands of policyholders will be forced to drop their 
policies, and other prospective purchasers will refuse 
to buy new ones. Many a policy has been taken out 
under the present high wage scales. What will happen, 
when these earners cease receiving these high wages? 

It certainly can not be said that this $100,000 exemp- 
tion, the proceeds of which must provide a life annuity 
and be distributed in small amounts at a time, will 
cause a concentration of wealth, for it will be spent 
not all at the same time. On the contrary the bene- 
ficiary is not to have the proceeds in one lump, but as 
a life annuity and will use it for the ordinary necessi- 
ties of life. Proceeds of assets other than life insur- 
ance should also be exempted when their value up 
to $100,000 is used to purchase an annuity so that 
an uninsurable person may have the same benefit of 
the exemption, or for a man who wishes to use other 
assets instead of insurance to provide security for his 
family. However, the exemption will be only allowed, 
if a nannuity is obtained for one of the mentioned of 
the restricted class. Because of the exemption, when 
proceeds are to be used to purchase an annuity, this 
form of transfer will be used more frequently than the 
lump sum, which would have a large part of it used 
to pay the taxes. 

Should the government refuse this exemption, be- 
cause of loss in tax revenue, the same benefits could 
be obtained, if the government collected the whole 
$100 000 in a lump sum apart from the rest of the 

(Concluded on page 13) 
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Illustrations on this page 

and the graph opposite 

by courtesy Jefferson 
Standard Life 


SELLING "JOHN DOE, AGE 39” 





Precuatty we I’ve never met John Doe. Nor his 





equally well-known but somewhat mysterious 

spouse, Mary—or is it Jane?—Doe. About all 
I know about ’em is that they are descended from a 
family by the name of Anonymous. What interests 
me right now, however, is that John is always 35 years 
old, and in these columns we’ve been talking for some 
time—remember?—about selling to different age 
groups. 

John is, of course, a composite, a symbol, an aver- 
age man. And the “average man” is thus cleverly 
described by Phil C. Braniff, Oklahoma’s well-known 
insurance-writer and writer-of-insurance: “The most 
interesting person in the world is the average man. 
He is supposed to live to be 74, had pains at 22, should 
have been shot at 30 and feels fine when he is 48. He’s 
almost too old to join the army, too young to enjoy 
social security and too lazy to exercise to cut down 
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Fourth in a Series of Articles Calling 
Attention to the Influence of Age Factors 
in Selling Life Insurance 


By KENILWORTH H. MATHUS 


weight. You mect him every day, at the bank, in the 
store, in the office, on the street and in front of the 
mirror. You really ought to know him better.” 

In our little monthly discussions together about age- 
and-needs-and-methods, we arrived at the conclusion, 
with which we hope you agree, that if you want to 
sell LARGER policies, you should concentrate on pros- 
pects over 35, while if you want MORE policies, look 
to the younger prospects. 

But what about that group of possible buyers who, 
like “John Doe” himself, are just about 35? Shall 
we skip him entirely, or concentrate on him? What is 
he like—and what does he like? What are his needs, 
his habits, his resources? 


Dual Characteristics 


It stands to reason, it seems to me, that he is a 
hybrid, so to speak, of the younger and older groups. 
While he’s neither here nor there in a sense, he does 
have some of the attributes—the strengths and the 
weaknesses as well—of both groups of prospects. 
Let’s put him under the microscope: 

His Needs. First of all, he needs plentah of 1.i. The 
chances are that he is married, and has a young family 
of dependents. We even prefer that he has. Per- 
haps he has already acquired a home of his own, with 
a need for a mortgage redemption policy thrown in; 
he may be planning to send his kids to college, with a 
need for an educational funds policy; and he needs to 
arrange for income for his widow and/or himself in 
his old age. 

His Habits. By the time John reaches age 35, his 
habits are both stable and unstable. He’s ambitious 
still, in some respects, disillusioned in others. Im- 
portant from our viewpoint is the fact that his habits 
of thrift are fairly well established by now, and he’s 
pretty sure to fall into either one of two classes: (1) 
He has demonstrated clearly that he can save money, 
in which case he probably has a good appreciation of 
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the savings element inherent in a life insurance pro- 
gram, or (2) He has found to his sorrow that he ex- 
periences difficulty in saving, in which case he can see 
the need of a definite program like life insurance to 
help him save. Moreover, he has assumed responsibili- 
ties and long-range financial commitments, and begins 
to think a little more about the future—for himself 
and those he loves. 

His Resources. All in all, he looks like a pretty 
good prospect for our wares. His bones haven’t yet 
begun to creak, and we ought to be calling on him 
pretty consistently—if, that is, he has the money 
necessary. And, in general, he does. Not so much as 
an older man, perhaps, but much more than when you 
(or your competitor) approached him when he was in 
his early twenties. So, whatever way you look at it, 
he’s a prospect, Mister, he’s a prospect. 

So we have a picture of a prospect who needs life 
insurance, ought to be in fairly good health, can pay 
for a fairly substantial amount—and has come to 
appreciate the value of what we have to offer him. 

Because he’s at the half-way point, an economic 
crossroads, we can use arguments with him that work 
equally well with both older and younger buyers. Most 
well worked out presentations, to a greater or less de- 
gree, will apply to him. 

We can approach such a man with a plan to help 
him protect what he already has accomplished, plus 
what he hopes to do, without imposing any undue 
burden on him. We can, in effect, say that the plan 
we propose is one that we know from experience fits 
the need of a man in his position. We can tell him 
that we find that for a man in his present circum- 
stances, such and such an amount and plan of settle- 
ment would be about right, and we’d like to get his 
own opinion of it. 


A Few Typical Cases 


Here is an idea which enabled James C. Smith of 
the New York Life to produce 84 cases for more than 
$300,000 during his first year in the business. Mr. 
Smith says that he will probably continue to use it, 
with whatever improvements he can make, as long as 
he is in life insurance work. His mottoes are “Putting 
sunshine into life” and “Putting sunshine into old 
age,” and he calls this idea his “Guaranteed Success 
and Happiness Plan.” Mr. Smith says to his prospect: 

“Have you ever wondered why such a large per+ 
centage of people are broke at age 50, 55, 60 and 65?” 

He waits for an answer, and then continues: 

“If I can show you why so many people are broke 
at all times, and then show you a definite plan where- 
by you can start making a financial success of your 
life, would you act if I could show you also how you 
could act at this time?” 


A definite answer to this question is awaited. If the 
reply is favorable; Mr. Smith continues: 

“| believe that the reason so many people are broke 
at all times is because they have no definite, proved 
plan. They think their natural ability and ideas will 
somehow lead them to success; they depend on future 
luck—not on definite planning. I am going to show 
you what I think you are probably doing now if you 
are not making the success you wish at this time, and 
what I think you can do. If I am wrong, you tell me. 

“TI am first drawing a plan which guarantees failure 
to everyone that uses it. (Exhibit A). Under this, 
everyone gets an income. In my opinion, the reason 
most people fail is because they think ‘necessity’ has 
the first call on their income, ‘recreation’ second, 
‘waste’ third—and then if there is anything left, they 
pay it to themselves for savings. But there is hardly 
ever anything left, according to my idea, with which 
I believe you will agree. That is what I call a guaran- 
teed failure. (See next page.) 

“But now I wish to show you how we may change 
ourselves from a guaranteed failure to a guaranteed 
success, if we follow through and do certain things 
regularly every time we get money. This next chart 
(Exhibt B), shows where you move ‘yourself’ from 
last place to first place; put ‘necessity’ next, ‘recrea- 
tion’ next, and ‘waste’ last. 

“Suppose your income was $100 a month and you de- 
cided to save $20 a month. If you got a check on the 
first and fifteenth, you would pay yourself $10 on the 
first—leaving $40 for ‘necessity,’ ‘recreation’ and 
‘waste.’ When you got your check on the fifteenth, 
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you would pay yourself another $10 and take the other 
$40 to buy the necessities and the other things that 
you wanted. 

“Out of this $20 a month you put away for yourself, 
you should put $10 in a savings bank and allot $10 for 
a life insurance contract to create an estate to pro- 
vide money when your earning power is gone. 

“If you followed this plan consistently and kept it 
up long enough, regardless of your earnings, you would 
not be one of the great percentage who are financial 
failures. Because, when you got ready to buy a new 
automobile or any other thing that you might want, 
it would be necessary for you to ask yourself and your 
wife this question, ‘Can we buy this and still put away 
$20 a month for savings and for life insurance?’ If 
you couldn’t, then you would have to buy less to keer 
your savings plan in operation. 

“In other words, what I want to do for you, if I can. 
is to help you make a success in life. You realize that 
if you don’t know how to save money and if you don’t 
learn how to save money, you will never make a 
financial success. That is the reason I have adopted 
this plan for myself. And I know it works because for 
many years I have earned a substantial income. 

“But formerly, at the end of each year, I used to owe 
more than I did when I started, and I had trouble 
paying my taxes. Then, starting in 1933, I found out 
how to save a part of my earnings just as I am show- 
ing you. I have my savings at present up to $310 a 
month, but when I started I could save only $50 a 
month. After you learn how to save and learn how to 
buy, and learn how to pay ‘yourself’ first before you 
spend any money, you will learn how to save more 
money each year, even if your earning power doesn’t 
increase. 


Instalment Debt Paying 


“There is another thing that this plan will cause 
you to do. If you have any debts, it will help you 
to learn how to pay your present debts on the instal- 
ment plan. As an illustration: 

“The first of each month you set aside in savings 
20% of your total earnings. Now let us say you 
earn $300 a month. - You set aside $60 a month for 
savings. That leaves you $240 to pay your debts and 
to buy the necessary things for you and your family 
to be happy. 

“Now assume that you owe a total of $500. You 
can’t pay $500 with $240; so you pay your rent, utility 
and grocery bills in full—that is my plan. We will 
say that these items, plus carfare and some other 
necessities, run to $140 a month. Then you take the 
remaining $100 and pay each one of your creditors a 
percentage of the amount you owe them. In this way 
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they will be glad of your account, because you are pay- 
ing them off each month. And they know you are 
going to make a success, because you are paying ‘your- 
self’ each month. What do you th.nk of this plan?” 

Mr. Smith finds that he closes many sales on this 
plan after other insurance men have tried and failed, 
The reasons prospects buy from him is because they 
are talking about financial integrity and success, and 
not simply the advantages of buying a policy. 


Way of Thinking 

We like, too, the “Way of Thinking and Sales Talk” 
successfully used by Penn Mutual’s Edgar F. Rohde, 
which follows: 

“Mr. Prospect, did you ever think of it in this way— 
that you have a mortgage outstanding at this moment 
against your estate? A mortgage that will take 25% 
or 30° of your entire holdings. One that some day 
must be paid in cash. All mortgages are problems, but 
one that has no maturity date and one that must be 
payable immediately upon demand in cash, is a doubly 
serious problem. 

“You have a demand mortgage on your estate which 
will have to be paid in cash at your death, and when 
your family gets through paying it, they'll have only 
75% or 80% left. 

“Let me ask you this, Sir. If you know that to- 
morrow your estate would be reduced by 20% or 30%, 
would you be concerned about it? Of course you 
would. There will come a tomorrow for your family 
where exactly that situation will arise. 

“You have an estate now, consisting of life insur- 
ance and other holdings for which you have worked 
many years to save and accummulate. The chief rea- 
son for doing this was to have something to pass on 
to your family but, Mr. Prospect, when you die, it 
doesn’t go directly to them. It goes into what we 
might call a temporary receivership. All receiverships 
are expensive and the estate receivership is no ex- 
ception to the rule. Your receivers will be the ex- 
ecutors or administrators who, before they can pass 
on this estate to your family, must first clear it of all 
obligations. 

“No matter how clean a man’s estate is before he 
dies, the business of dying is still an expensive busi- 
ness. Why is it expensive? Well, there’s the expense 
of last illness, funeral costs, outstanding current bills, 
outstanding major obligations and the cost of admin- 
istration. 

“Let’s suppose, Mr. Prospect, that you become your 
own executor for a few moments. Let’s see what you 
would have to do in settling your own estate. You 
would have to name a day on which you would be in 
your office to pay the bills and charges against this 
estate. That morning your family would come down 
to the office. You see, they think that this money is 
theirs and, naturally, they’re vitally concerned about 
what’s going to happen to it. 

“You sit at your desk with the estate check book 
before you and soon a line starts forming at the door 
with all the doctors and the hospital officials in front. 
You write their checks. Then comes the undertaker 
and the cemetery officials and the tombstone carver. 
You write their checks. 

“Then come the tax collectors and you write their 
checks. Then come the collectors from the department 
stores and the radio store. Then comes your landlord, 
vour butcher. your grocer, your tailor and the collec- 
tors of the utility bills. You write their checks. Every- 
body gets paid because, as executor, you’ve got to clear 
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these obligations. And as the morning goes on, you 
write check after check and your family stands by 
nervously watching their’ money being given out to 
others. 

“it’s the money you saved and accumulated by hard 
work so that you would have something on which they 
could live. You told them it was theirs before you 
died. Well, the line has finally been all paid off, and 
it’s been a big job writing all those checks so, as ex- 
ecutor, you write a nice check for yourself. 

“Then you turn to this patient family and hand 
them the much-thumbed checkbook with the dwindled 
balance. What’s left? If there wasn’t much to start 
with, there’s little left. That’s certain, isn’t it? But 
no matter what the balance is, you know that it’s far 
from being what they should have. They look at it 
and vaguely wonder how they could have stopped all 
this money from being paid out to somebody else. 
That’s the problem, isn’t it? How are we going to 
solve it? 

“There are a number of ways of doing that. You 
could do nothing about ‘it and let them pay all the ex- 
penses instead of paying them yourself. That’s an 
expensive way of doing it, and it doesn’t seem logical 
to me that a man should work hard and save all his 
life and then in effect say, ‘Well, I don’t care if my 
family doesn’t get all my estate.’ 

“The soundest way I know of is to use life insur- 
ance to pay the doctor, hospital and the others in that 
line we talked about, by saving a few dollars a year. 
The same death that matures this mortgage will ma- 
ture the life insurance policy to provide immediate 
cash for all the needs. Pay for this yourself out of 
current income instead of letting your family pay for 
it out of estate capital.” 


Graphic Sales Talks 


We are indebted, also, to T. H. Tomlinson, head of 
the Sales Training Department of the Bankers Life 
Co., Des Moines, for the following graphic sales talk 
based on “Diminishing Responsibilities.” After the 
introduction the conversation, in essence, is apt to run 
something like this, starting off with a discussion of 
the prospect’s present life insurance holdings: 

Mr. Prospect, to aseertain exactly how you would 
desire your present insurance paid out, it would be 
best to consider a plan so that your instructions will 
be such as to carry your plan through to completion. 
For example: 

I draw a line at the bottom of a sheet of paper like 
this, and am calling it the average man’s lifeline. We 
don’t know just where to stop this line, for we don’t 
know how long this average man will live, so we will 
place an X at the end the line (Exhibit C): 








Exhibit C 





the chart, it would then look something like this (Ex- 
hibit D): 
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You will note that the responsibility line declines 
right out to the end of the lifeline, for actually the 
average man’s responsibilities are decreasing every 
day he lives, there being one less day “tomorrow” to 
provide food, clothing and shelter than there was today, 
and so on. You agree with that line of reasoning? 
Well, the average married man’s second resonsibility 
is to his wife, and if we were to draw her responsibility 
line in the chart, it would look like this (Exhibit E): 








Will you agree with the, statement that the average 
married man’s first responsibility is to himself? I 
mean by that, that he must keep himself physically 
fit, mentally alert, and on the job at work, earning 
income so that he can continue to eat, be clothed and 
sheltered which in turn permits him to continue to 
earn income and live. 

And if we were to draw that responsibility line into 





Exhibit E 





However, we will have to draw her line on out a 
little further than the man’s, for generally speaking, 
women live longer than men. And you will also note 
that her responsibility line is drawn declining for the 
same reasons as the man’s, for actually the average 
man has three less meals to provide for his wife “to- 
morrow” than he had today, one less day of shelter and 
clothing, and so on. Do you agree? 

The responsibilities the average man has to his 
children are somewhat different, in that all children, 
in being, will be grown in the period of the next 20 
years, at which time the children will have reached 
their majority and will be on their own. They will 
have received their education, the boys will be at work 
and the girls married. So if we were to draw the 
children’s responsibility line into the chart, it would 
look like this (Exhibit F): 
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You will note that the children’s responsibility line 
cuts right through the father’s lifeline in about 20 
years and goes off the books, so to speak. Isn’t that 
right? That’s a pretty good picture of a man’s re- 
sponsibilities to himself, to his wife and children, isn’t 
it? A new way of picturing it? 

There is just one thing wrong with this chart and 
that is, the responsibility the average man has to him- 
self in old age. Every savings plan I ever heard 
about, and the method of saving taught me by my own 
father, was to the effect that a certain amount of 
money must be taken from current income and accumu- 
lated for old age—and if we were to draw this line into 
the chart, it would look something like this (Ex- 
hibit G): 
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And then, after it reached its peak, it would decline, 
showing that that accumulation of wealth would be 
drawn on to take care of the old man and woman in 
their sunset years of life. 

Mr. Prospect, this chart would apply in’ your case 
and we will call this line your lifeline. We don’t 
know how long you are going to live, so we will leave 
that X out there, but we do know where it begins and 
that’s right now at your present age, which is 35. 


(Exhibit H): 
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35 





And we will call this second responsibility line that 
of your wife’s. Now we don’t know how long she is 
going to live, so we will leave the line as it is, but we 
do know where it begins, which is right now at her 
present age, also 35. (Exhibit I): 








35 
Exhibit I 





Now you have two boys, Billie six and Junior one. 
(Exhibit J). Well, Billie’s responsibility line drawn. 
in the chart looks like this, decreasing and going off 
the books in about 15 years, while Junior’s responsi- 
bility lines will go off the books in 20 years. 

Now, have you given thought to your own retire- 
ment age? : 
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You agreed a few moments ago that it is necessary 
for the average man to save from current income, so 
that an accumulation of wealth is on hand to be drawn 
from during the sunset years of life or the retirement 
period. It follows then that you can adopt a definite 
plan of procedure so that at your selected retirement 
age, such as 65, your retirement fund will be accumu- 
Jated. What retirement age shall we set down? 65? 
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Forgetting luxuries, now, may I ask what is the 
minimum amount of monthly income you could get 
along on at 65? $100 a month? Mr. Prospect, if 
you had to, you could get along on $75 a month dur- 
ing your retirement period, couldn’t you? All right, 
we will put down $75. (Exhibit K): 
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You no doubt are aware of the fact that on your re- 
tirement day, you must have accumulated $22,500 
with every penny of it invested and yielding 4% 
interest to earn $900 a year or $75 a month. Let’s see, 
you are 35 now, which leaves just 30 years to accumu- 
late the required $22,500; that means you must save 
$750 a year. No doubt you are saving this amount 
yearly at the present time. However, if something 
should happen to you here (Exhibit L): 
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Exhibit L 





while you are on this saving plan alone, you would 
be short when you should be long. Isn’t that right? 

Well, Mr. Prospect, if you were going away on a 
long trip perhaps never to return, how much would 
Mrs. Prospect have to have each month to run the 
house and raise the children, keeping in mind again 
just the necessities for life and not the luxuries? 

You say, $125. Mr. Prospect, you certainly have 
set a fine standard of living for your family and are 
to be congratulated, but if you are gone it may be 
that the family will have to move to less expensive 
quarters, the boys may not get the new shoes quite so 
often and the little red wagons on Christmas may 
have to be eliminated. So, again thinking in terms of 
bare necessities, do you think your family could get 
along on $100 a month? Could they get along on $75 
a month? 

No? All right, we will set down $100 a month (Ex- 
hibit M): 
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However, Mr. Prospect, this amount could be reduced 
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when, the children reach their majority, couldn’t it, 
for then mother could go live with the children, but 
certainly if she had her own little independent check 
each month to pay her way, she would be the wanted 
grandmother in the boys’ homes rather than the un- 
wanted mother-in-law, wouldn’t she? So suppose we 
put down $50 out here after 20 years (Exhibit N): 
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Now you have $5000 insurance now, and that’s swell 
and again I want to congratulate you on your fore- 
sight. But you realize Mrs. Prospect will not get 
the full $5000? First the funeral expenses must be 
paid and such other bills as last illness expenses, open 
accounts at the stores and the like. If we assume Mrs. 
Prospect would need around $1000 to clean up these 
bills, subtracting this from your present $5000 leaves 
$4000 (Exhibit O): 
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And the $4000 will last a little more than 40 months, 
if paid out at the required rate of $100 a month; that’s 
a little over three years. Let’s see, Mrs. Prospect will 
be about 39, the oldest boy about 10 and the baby just 
five and ready to start kindergarten. Then what? 

Mr. Prospect, if there was such a plan that would 
bridge this gap (Exhibit P) 
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That is, tie these two hills of responsibility into one 
and do both jobs for about 30 cents on the dollar that 
it takes to do the saving job alone, you would be 
interested in it, wouldn’t you? 

Mr. Prospect, I will take these figures with me to 
the office and work out a plan for you which will be 
most favorable and interesting to you. I'll be back 
in this building next Tuesday and I can see you at 
two or four o’clock. Which would be more conveni- 
ent for you? 


PUBLIC OPINION 


(Concluded from page 7) 


estate and in return pay the life annuity to the special 
beneficiaries, as suggested, on a fair return. Since 
insurance companies are now reluctant to sell annuities 
during the present era of low interest rates, they 
should have no objection to the government’s benevo- 
lent competition, especially since they would have in- 
creased insurance on the individuals who would then 
not find it too burdensome to take out insurance for 
the purpose of building up the fund to purchase the 
Government annuity. The Government would have 
immediate use of these lump sums of the decedents, 
and would gain the savings in the cost of handling the 
annuities that the Government is purported to have 
over the insurance companies. This could be handled 
very cheaply by the U. S. Government Life Insurance 
Co. Should the Government desire more revenue, there 
would be less objection, since the necessities of life 
have been better provided for, to increase the estate 
tax rates in the higher brackets and for lowering the 
general exemption, thus still further preventing the 
accumulation of large fortunes, the prime reason for 
the estate tax. The Government net gain on the 
annuity might even exceed the amount lost in tax 
revenue because of the exemption, but the beneficiary 
would get the full return from the decedent’s life’s 
labors. 

A most important gain to the Nation not to be over- 
looked is the incentive instilled in the ambitious citi- 
zen to become successful, because the reaching of his 
goal (that of providing security and independence 
and/or a good start in life for his loved ones) has been 
made considerably easier. 

By requiring the wife or other beneficiaries to accept 
the annuity instead of a lump sum, in order to make 
the transfer tax exempt, the following benefits will be 
gained: 

Funds for immediate living expenses are available 
at once. 

The home and personal belonging in most cases can 
be kept intact. 

Losses through forced sale of assets, which may 
exhaust so much of the estate so as to leave insufficient 
for living expenses, is avoided. 

Prevents that portion of the estate from being placed 
in unwise ventures. 

A greater amount of wealth would be produced in 
the Nation, because individuals, knowing of the pro- 
tection provided for their families would feel freer 
to branch out into large undertakings, which is cer- 
tainly what is required to find jobs for the returning 
service men. They too will not want their family nest 
eggs covering the necessities of life depleted by taxes. 

Children can be given a much better start in life. 
The energies they would ordinarily spend providing 
for their existence can be used to develop their talents, 
which otherwise might be lost. Because of this, greater 
progress will be made by the Nation as a whole. 

In view of the fact that Mr. Roswell Magill, former 
Under Secretary of the U. S. Treasury, states in the 
January, 1944, issue of the Spectator, that transfers 
between husband and wife should not be taxable, and 
many other prominent men do likewise, the above 
requested limited exemption appears to be very rea- 
sonable, but the resulting benefits will be very valu- 
able. 
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CLAUDE L. BENNER 


T the outset may I state that 
my discussion is going to be 


directed primarily to the fac- 
tors controlling the long term in- 
terest rate. I am going to pay only 
passing attention to such short 
term rates as are commonly found 
on acceptances, notes, bills or com- 
mercial paper. I am going to do so 
because the interest rate on mort- 
gages is the one in which you are 
primarily interested and this mort- 
gage rates is more nearly analogous 
to the long term rate on bonds than 
it is to any of the other interest 
rates commonly found in the money 
market. 

Moreover, the short term interest 
rate fluctuates more widely than 
does the long term rate and the 
causes for the fluctuations are usu- 
ally found in the reserve positions 
of the banks. Changes in the long 
term rate, on the other hand, take 
place more slowly and tend to re- 
flect the change in the net produc- 
tivity of capital. Short term rates, 
therefore, are more susceptible to 
control] through changes in banking 
practices and regulations than are 
long term rates. 
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I do not wish to imply, however, 
that the interest rates found on the 
different kinds of obligations in the 
money market do not bear a rela- 
tion one to another because they do. 
There is a very real relation be- 
tween the short term bank rate of 
interest and the rate on long term 
bonds. But for the purpose of this 
discussion, we need not directly con- 
cern ourselves with this phase of 
the problem. 


Composition of an Ordinary 
Interest Rate 


What is commonly called the in- 
terest rate on a bond or a mortgage 
consists of three elements: (1) 
Pure interest, (2) A payment rep- 
resenting insurance against the 
estimated risk in the loan, and (3) 
An item to defray the costs in- 
curred in connection with making 
and carrying out the loan contract. 

The rate on U. S. Government 
bonds is probably as good an illus- 
tration of a pure interest rate as 
can be found today. There is less 
doubt about the principal and in- 
terest on those bonds being paid 
than on any other security in the 


world. The wide variety of interest 
yields now being offered by differ- 
ent-railroad bonds shows how the 
payment for risk varies in the ordi- 
nary market rate of interest. Some 
railroad bonds today are selling on 
an interest return as low as 3 per 
cent and others on a return as high 
as 8 or 9 per cent. The fact that 
the interest rate on a well secured 
mortgage loan is usually higher 
than that on a good bond is mainly 
accounted for by the greater ex- 
pense involved in taking care of a 
portfolio of mortgage loans. 


Variable Rates 


The item in the nominal interest 
rate that the lender insists on hav- 
ing for assuming the risk of lend- 
ing his capital and for the defray- 
ing of the costs of supervising his 
investments varies from time to 
time. Right now this item is the 
lowest on record. It is only about 
one-quarter of 1 per cent on the 
highest grade corporate bonds and 
about 1 per cent on mortgage loans. 
May I state that I think experience 
may well prove that this differential 
between the pure interest return 
on government bonds and the yield 
on these other forms of investments 
is much too small. The net yield on 
war bonds may well turn out to be 
higher in the end, when loss of 
principal and expense of handling 
are considered. 


Low Rate Cult 


But whatever may turn out to be 
the correct payment for assuming 
the risks and defraying the costs of 
taking care of investments, there 
has been growing up for the last 
several years what might be called 
“A Cult of Low Interest Rates.” In 
England as well as in this country 
it seems to be taken for granted 
that interest rates for an indefinite 
time in the future must be kept 
low. Two main reasons are ad- 
vanced for this belief: (1) It is 
stated that otherwise the interest 
on the government debt will be too 
great a burden for the taxpayer to 
pay, and (2) Low interest rates are 
necessary to prevent deflation and 
to encourage borrowing so that 
business will expand in the years 
after the war. 

It is further maintained by these 
advocates of low interest rates that 
the need for cheap money will be so 
imperative after the war that the 
government will be compelled to do 
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whatever is necessary to see that 
the low rates are maintained. The 
problem thus presented, therefore, 
naturally breaks itself up into two 
parts: (1) Are low interest rates 
in themselves a positive good, essen- 
tial to the maintenance of future 
prosperity and a sine qua non of 
maintaining the government’s 
credit, and (2) If low interest rates 
are essential, can the government 
keep them low? And under what 
conditions and at what costs? 


Low Interest Rates Not Essential to 
Prosperity 

Let us first consider briefly how 
essential are low interest rates to 
the maintenance of prosperity? Is 
there any reason for thinking that 
the all time low interest rates of 
the last decade had much influence 
in restoring business to a higher 
level of activity? What determines 
whether or not a man will borrow 
money to expand his business? 
Does not the question, in itself, 
imply the obvious answer, namely, 
that he will borrow money when he 
thinks he can put it to use in his 
business and obtain a return there- 
from which will be sufficient not 
only to pay the cost of borrowing 
it but also to give him something 
beside to pay him for taking the 
risk in going to the trouble of bor- 
rowing it in the first place. 

The simple truth is that business 
men borrow when they think they 
can use additional money to advan- 
tage and, when they do not believe 
that such conditions exist, they will 
not incur obligations, no matter 
how cheap money may be. Interest, 
even at a rate of 6 per cent, is such 
a small factor in the cost of produc- 
tion and distribution of most arti- 
cles that its reduction to 2 or 3 per 
cent is not a sufficient reduction in 
cost to encourage business expan- 
sion, when other conditions essen- 
tial for such expansion do not exist. 

In fact, even in the flotation of 
bond issues for the financing of 
capital improvements in such indus- 
tries as the public utilities, where 
the interest cost is perhaps as im- 
portant as in any segment of our 
industrial life, no correlation at all 
can be found between the amount 
of bond issues put out and the rate 
of interest which justifies one in 
believing that low interest rates 
lead to increased capital flotations. 
In fact, quite the reverse is true. 
You will find in periods of rising 


THE INTEREST RATE 


A discussion of the principal 

controlling factors governing 

long term interest rates with 

particular attention to recent 
past experience 


[From an address delivered April 14 

before the meeting of the Mortgage 

Bankers Association of America in 
New York City.] 


By CLAUDE L. BENNER 


Vice-President, Continental American Life, Wilmington, Del. 


interest rates the amount of new 
stock and bond issues tends to in- 
crease, while in periods of declin- 
ing interest rates they tend to de- 
crease. I am not saying, here, that 
high interest rates are a cause for 
increased borrowing. I am only 
stating that other factors control 
the amount of the demand for capi- 
tal much more than does the inter- 
est rate. 


New Capital Issues 


Throughout the decade of the 
twenties, new capital issues were 
yearly well in excess of $5 billion; 
in 1929 they were approximately 
$10 billion. During this period of 
time, the interest rate on long term 
government bonds was usually in 
excess of 314 per cent, and on Aaa 
Corporate bonds in excess of 454 
per cent. During the thirties, when 
long term government bonds sold to 
yield less than 2% per cent, and 
Aaa Corporates less than 3%, per 
cent, new capital flotations did not 
reach 20 per cent of the amount in 
the twenties. Is it not obvious that 
other factors than the cost of 
money are the determining factors 
in influencing the amount of bor- 
rowing? Among these other fac- 
tors is the tax structure, the wage 
scale, and the whole possibility of 
making a profit on the transaction. 

Time does not permit me to dis- 
cuss at all adequately whether or 
not extremely low interest rates 
are necessary to keep the Treasury 
from going bankrupt after the war. 


May I be permitted, however, to 
point out one amusing inconsistency 
in the argument of those who insist 
that such is the case? So far as the 
total amount of the government 
debt is concerned, these advocates 
of low interest rates insist that its 
size is of little moment because the 
debt is an internal debt—all owned 
within the boundaries of the nation. 
“A nation can’t go barkrupt by pay- 
ing interest to its citizens,” runs 
the argument, “because such pay- 
ments only entail a transfer of 
money. Certain citizens of the 
country pay the interest and others 
receive it.” This, of course, is ob- 
viously true. But is it not reason- 
able, therefore, to ask what is the 
difference then whether the inter- 
est on the debt is 2, 3, 4 per cent 
or even higher? The argument is 
just as long as it. is broad. It will 
take from some and give to others. 
The only difference would be that 
if the interest rate is a little higher 
on a given amount of government 
debt, you would have to transfer 
more from certain people to other 
people. 


Public Debt 


Now I do not want to give any 
support to the specious doctrine 
that the size of the government 
debt is of no importance. I simply 
want to point out that you cannot 
argue on that premise and then say 
that it is essential to have a low 
interest rate in order to maintain 
the government’s credit. 
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Causes for Low Interest Rates During 
the "Thirties" 


Now, let us go back and briefly 
review what were the principal 
causes for the extremely low inter- 
est rates which prevailed in the 
thirties. When we see the condi- 
tions that caused those low rates 
then perhaps we can form some in- 
telligent estimate of whether simi- 
lar conditions are likely to prevail 
to cause low rates after the war is 
over. 

I think it is generally admitted 
that there were four principal fac- 
tors which caused the low money 
rates of the thirties: (1) The large 
influx of gold which continued un- 
til this country had nearly 75 per 
cent of the world’s monetary gold. 
(2) A continuous decline in the 
amount of bank loans, both for 
security and commercial purposes. 
(3) A decline in the demand for 
new capital. New issues of stocks 
and bonds other than for refunding 
purposes, as I have previously in- 
dicated, regained only a small frac- 
tion of the 1920-1930 volume, and 
(4) The cheap money policy pur- 
sued by the Federal Government. 
First, when reserve banks in 1932- 
1933 pumped over $1 billion of ex- 
cess credit in the banking system. 
Then, later when the reserve banks 
stopped this process, the deficit 
financing of the Treasury through 
the sale of bonds to the banks, 
created a huge volume of deposits 
which the banks were unable to 
loan out at almost any rate because 
of the decline in the demand for 
loans. There may have been other 
minor factors which caused the low 
interest rates of the thirties but 
these four, I think it is generally 
admitted, were the principal ones. 

Let us now see whether or not 
these factors which brought about 
the low money rates of the thirties 
are likely to continue after the war, 
or whether they have come to an 
end. Is this country likely to con- 
tinue to receive, after the war, such 
an influx of gold as it received in 
the years immediately preceding it, 
or may we be confronted with an 
outflow of gold? No one can be 
certain but I think it likely, if there 
is to be any monetary base at all 
for the currencies of the other na- 
tions of the world, that those na- 
tions may be desirous of taking 
back some of the ear-marked gold 
which is now held in this country, 
and they may even want to retain 
some of the newly mined gold. 

Secondly, is it reasonable to ex- 
pect that bank loans will continue 
to decline after the war? Here, I 
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think the answer is obvious. The 
banks do not have enough loans at 
the present time, even if they do 
decline, to materially affect their 
credit position. Bank loans can al- 
most certainly move only one way 
after the war and that is upward. 
Should they continue downward, 
there will soon be no loans in the 
banking system. 

Thirdly, may we expect the vol- 
ume of new corporate securities 
offered in the market to increase or 
decline? Here, no one knows what 
will take place. But of this I think 
we may be certain, namely, if the 
country enters into a period of 
prosperity, we may confidently ex- 
pect increased issues of new stocks 
and bonds because only in this way 
do corporations receive the new 
fixed capital necessary for their ex- 
pansion. 


Governmental Policy 


And now, finally, we have come to 
the fourth factor which governed 
interest rates during the thirties, 
namely, the fiscal policy of the gov- 
ernment. Can the government, 
through the Treasury and the Fed- 
eral Reserve Banks, so manipulate 
the money market that -the long 
term rate of interest can be kept 
low just the same as it was during 
the depression of the thirties? 

Here I wish to state that so long 
as the war continues there is little 
doubt but that the government can 
keep the interest rate low. We need 
expect little or no private borrow- 
ing either for production or con- 
sumption so long as the govern- 
ment is exercising the war time 
controls over business. But the 
maintenance and even the tighten- 
ing of these controls over prices, 
production and consumption, in 
general, must continue throughout 
the war if the interest rate is to be 
kept low. Likewise, taxes must also 
be kept high and if the people do 
not voluntarily save enough to buy 
the proper amount of war bonds, 
then even compulsory saving might 
have to be resorted to. For the very 
essence of preventing interest rates 
from rising is the prevention of 
inflation and rising prices. 

It must also be remembered that 
deficit financing, through the sale 
of government bonds to the banks, 
in its early stages makes for low 
interest rates rather than higher 
ones. The government spends the 
bank deposits which it creates by 
selling its bonds to the banks and 
these deposits, when spent, build 
up individual and corporate bank 
deposits, thereby making it unnec- 


essary for these later to borrow. 
This process, of course, has been 
going on apace during the last two 
or three years and is responsible 
for the tremendous increase in 
bank deposits and currency which 
is taking place. The market has 
been glutted with money and bank 
credit. The owners of this money 
and bank credit think of them as 
savings, which they are so far as 
the individual is concerned, but 
which they certainly are not, so far 
as the nation as a whole is con- 
cerned. 

Inasmuch as the transfer of all 
kinds of goods, whether consump- 
tion or capital, is affected through 
the mediation of money, the public 
constantly thinks of capital in 
terms of money rather than in 
terms of goods, and it reasons 
therefrom that an increase in the 
supply of money and bank deposits 
is synonomous with increasing the 
supply of capital. Upon close analy- 
sis, of course, such a deduction is 


obviously absurd. The wealth of © 


the nation cannot be created by in- 
creasing its supply of paper money 
nor by making entries on the books 
of its banks. To clarify your think- 
ing on this matter, ask yourself the 
question, why is it that the govern- 
ment cannot send you a dividend 
tomorrow, on April 15, instead of 
asking you to pay it part of your 
income. If governments can create 
capital, we have been tolerating 
high taxes way too long. 


When Inflation Comes 


At the beginning of an _ infla- 
tionary movement, therefore, inter- 
est rates are temporarily depressed 
through an increase in the coun- 
try’s supply of money and circulat- 
ing bank credit. So long as the in- 
creased amount of money and bank 
deposits remain inactive and the 
velocity at which they circulate is 
low, the increase has little or no 
effect upon prices. This was our 
experience during the thirties and 
on the whole, we may say it has 
been our experience thus far during 
the war. But is it reasonable to 
expect that the tremendous increase 
in purchasing power inherent in the 
supply of money and bank deposits 
will continually remain unused? No 
competent student denies the infla- 
tion potential that exists in this 
excess purchasing power. The dif- 
ference in opinion is over whether 
or not there may be an attempt to 
spend it for goods and services 
faster than it is possible for the 
goods and services to be turned out. 

Without expressing any opinion 











as to the degree to which the pro- 
ductive output of this nation may 
be expanded under such an impetus, 
I think it must be admitted that 
when government controls are re- 
moved, the increased supply of 
money and bank credit will be used 
and will make itself felt in rising 
prices. If it does not, there is not 
likely to be much business expan- 
sion. Should prices once get into a 
full upward swing, it has been the 
experience of the past that the 
velocity of money and bank deposits 
circulation increases. With rising 
prices, there is a tendency for 
everyone to desire to buy goods to- 
day because he feels that they are 
going to be dearer tomorrow. The 
storekeeper will want to increase 
his inventory. The manufacturer 
will want to add to his plant and 
buy in advance a supply of raw 
materials. Contractors will start to 
build houses. In short, with rising 
prices, almost everyone who expects 
to be in the market for anything 
in the near future rushes to buy it 
as soon as possible just because 
prices are going upward and be- 
cause he fears if he waits it will 
make his purchase cost him more 
later... Thus, what is commonly 
spoken of as a “seller’s market” is 
created. A spirit of confidence is 
engendered. This stimulus to busi- 
ness, which we -have seen many 
times in our country’s history, the 
latest in the stock market boom of 
1928-1929, greatly increases the de- 
mand for capital of all kinds and 
pushes up interest rates. 

This rise in prices soon consumes 
the glut of currency and bank de- 
posits which were created by the 
government’s inflationary practices 
and then when business comes to 
the banks and asks for additional 
credit to carry on an increased vol- 
ume of business at the higher price 
level, it finds instead of a super- 
abundance of money and credit that 
the banks are loaned up and money 
is tight. 


Interest and Price Levels 


If one graphs the level of inter- 
est rates and the level of commod- 
ity prices, he finds that they follow 
the same general trend, moving up 
together in times of inflation and 


@) No doubt the tremendous produc- 
tive «capacity of this nation will prove a 
mighty force toward keeping prices low, 
even should the “inflationary potential’’ 
inherent in the increased bank deposits 
and currency be fully utilized. It is obvi- 
ous, however, that there is a limit to 
the productive capacity of even this na- 
tion, and when that limit is reached, any 
additional creation of purchasing power 
by credit expansion must lead to rising 
prices, 


declining together in times of fall- 
ing prices. 

But some of you are probably 
saying that the government has in 
its power so many things which it 
can do to keep interest rates low, 
that it is foolish to expect them to 
increase. It is true that numerous 
methods are available to the Fed- 
eral Reserve System at the present 
time to keep interest rates low. In 
spite of the fact that the ratio of 
gold to federal reserve deposits and 
currency has declined during the 
past year and a half from about 83 
per cent to about 61. per cent, we 
still have plenty of gold. Should 
this decline continue for the next 
year and a half, however, at the 
Same ratio, we will be down to the 
approximate 40 per cent legal limit. 
Of course legislation could be asked 
for lowering the gold requirements 
of the banks. ‘Or again the Federal 
Reserve Act provides that the 
Board of Governors could declare 
an emergency suspension of all gold 
requirements. Again, under the so- 
called Thomas Amendment, a cer- 
tain number of greenbacks can be 
issued without any backing and, of 
course, our huge stocks of. silver 
could be monetized. The. govern- 
ment could also transfer for re- 
serve purposes the free gold now 
in the Stabilization Fund. The 
Board of Governors could also re- 
duce member bank reserve require- 
ments. Federal Reserve Banks 
could also issue Federal Reserve 
Bank Notes instead of Reserve 
Notes thus providing currency ex- 
pansion without the need of so 
much gold reserve. 


Expedients 


It is obvious that there are nu- 
merous ways which the Federai Re- 
serve can use to continue cheap 
money so long as the war lasts, but 
it must be reiterated that each and 
every one of them carries with it 
potential inflationary dangers. Dur- 
ing a period of war, under the spell 
of patriotism, when people are will- 
ing to submit to rationing and tight 
controls over their spending habits, 
and when business is closely con- 
trolled by the needs-of war, such 
inflationary credit. manipulations 
may be carried on without doing 
any immediate harm, Is it not 
doubtful, however, whether such an 
ever increasing huge®yolume of 
bank deposits and curfeney as will 
be created thereby can be held in- 
active when the government con- 
trols over spending and over pro- 
duction are once removed? 

It seems almost certain that they 
cannot be held inactive if a period 


of business prosperity and expan- 
sion follows the war for no conceiv- 
able increase in production éould 
be brought about quickly enough to 
meet the increased demand of this 
inflationary potential, when once 
its full force and effect was made 
felt in the markets for goods. Prices 
would then rise much in the same 
manner as they did in 1919. In dis- 
cussing this problem recently, the 
Hon. Marriner S. Eccles, Chairman 
of the Board of Governors of the 
Federal Reserve System, stated: 

“There can be no doubt there- 
fore, that inflation controls should 
be maintained during this transi- 
tion period (from war to peace). 
Continued rationing and price con- 
trols will be needed in the domestic 
market, and licensing control of 
exports should be retained. War- 
time taxes should be kept up, in- 
cluding the excess profits tax, al- 
though it may be desirable to re- 
duce the present 95 per cent=rate 
to, say, 75 per cent, in order to en- 
courage efficiency, economy, and in- 
creased production.” 


Wartime Controls 


Whether or not the public will 
continug: in power a government 
that continues to levy wartime 
taxes and exercise wartime con- 
trols, after the war is over, is any- 
one’s guess. I think it doubtful. But 
let them be removed and thereby be 
generated after the war a spirit of 
confidence in business and the ve- 
locity of our bank deposits and cur- 
rency will materially increase. We 
may well be faced, therefore, with 
the following dilemma after the 
war is over. Either a continuation 
of taxes and controls of such a na- 
ture as may prevent business from 
expanding or a reduction of taxes 
and a removal of the controls in 
order to get the expansion, but 
which will lead to a much higher 
price level. Briefly stated, there is 
a good chance that the tremendous 
increase in bank deposits and cur- 
rency which has resulted from fi- 
nancing the war, is going to bring 
about a higher price level either 
because conditions are going to get 
better, which will cause a healthy 
increase in prices, or because con- 
ditions are going to get so much 
worse that confidence in the finan- 
cial stability of the government will 
eventually be impaired through a 
continuance of unbalanced budgets, 
and then we would have a runaway 
price inflation, of the type usually 
described as a flight from money. 

The point I am making here is 
that the limiting factor in the gov- 

(Continued on page 54) 
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Mr. Harrison, in his transcribed 
address, pointed out that the “New 
York Life’s long record of continu- 
ous service is one of the important 
intangible assets of the company. 
From the panics, wars and epidem- 
ics of nearly a century, our com- 
pany has gained priceless experi- 
ence which could be acquired in no 
other way.” 

Declaring that the present war 
is the fifth in the company’s his- 
tory, Mr. Harrison described in de- 
tail how the New York Life met 
problems during the Civil War and 
the First World War. He also re- 
viewed the experience of the com- 
pany during the depression of the 
1870’s, and stated that during the 
depression of the 1930’s the com- 
pany continued to meet its every 
obligation from current cash in- 
come. 


Record Through Catastrophe 


Referring to the New York Life’s 
experience with epidemics, Mr. 
Harrison stated that during the 
first nine months of 1918 the New 
York Life’s mortality rate was 
lower than ever before in the his- 
tory of the company but that the 
influenza epidemic, during the final 


George L. Harrison, president of the New York Life Insurance three months of the year, resulted 
Company, cutting a birthday cake at the home office luncheon in the mortality rate for the entire 

on April 12, when the company started its 100th year. year reaching a record high point. 

“We hear and read a great deal 

On Wednesday, April 12, just as heard by means of electrical tran- nowadays about the progress 
The Spectator was closing final scriptions. which has been made in public 


forms for its issue of that month 
the New York Life Insurance Com- 
pany entered its 100th year. The 
company started business on that 
day, in 1845, having been organized 
by a group of leading New York 
citizens as a mutual life insurance 
company with no stockholders. It 
had been chartered by Act of the 
New York State Legislature. 
Because of wartime conditions 
and to avoid unnecessary travel, the 
company did not hold a national 
meeting to celebrate the beginning 
of its 100th year. Instead, a simple 
ceremony was held in the main 
lobby of the company’s home office 
at nine o’clock in the morning. 
Meetings were also held by agents 
at each of the New York Life’s 140 
branch offices in cities throughout 
the United States and Canada. At 
each of these meetings, addresses 
by George L. Harrison, president 
of the company, and L. Seton Lind- 


Say, agency vice-president, were 
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President Harrison, accepting the key to the home office from L. C. Standford, senior 

home office employee in length of service, upon the beginning of the company’s 

100th year, April 12. Surrounding Mr. Harrison and Mr. Sandford are members of 

the New York Life staff in New York City who have served the company for at 
least a half-century. 
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health and medical science,” Mr. 
Harrison declared, “but it would be 
foclhardy to ignore the ever-pres- 
ent danger of an epidemic. This is 
particularly true now that so many 
members of our armed forces are 
coming in contact with strange and 
little understood diseases in far- 
flung parts of the world.” 

Vice-President Lindsay, in his 
recorded address, reviewed the de- 
velopment of the company’s agency 
organization since 1845. He re- 
ported that the careful selection of 
new agents of character and re- 
sponsibility was recognized at the 
very beginning of the company’s 
history. Two early agents, Schuyler 
Colfax and Thomas A. Hendricks, 
were later elected vice-presidents 
of the United States. Another early 
agent, Hugh McCulloch, was Secre- 
tary of the Treasury under Abra- 
ham Lincoln, Andrew Johnson and 
Chester A. Arthur. Lee Wallace, 
who represented the company al- 
most a century ago, became a gen- 
eral in the Civil War and was the 
author of the popular historical 
novel “Ben Hur.” 

Following the Civil War, Mr. 
Lindsay stated, the New York Life 
appointed a number of leaders in 
the Confederate Army to represent 
the company in its field organiza- 
tion in the South, thereby provid- 
ing employment for men of recog- 
nized character and _ leadership. 
Fifty years ago, he recalled, the 
New York Life inaugurated a num- 
ber of changes in its agency organi- 
zation which included the adoption 
of the Branch Office System and a 
retirement plan for agents. 


Early Sales Resistance 


Pointing out the difficulties of 
selling life insurance in the early 
days when most people did not 
understand or believe in life insur- 
ance, Mr. Lindsay declared that 
the New York Life would not be 
celebrating its 100th year were it 
not for the efforts of the company’s 
agents who have made possible the 
great progress that has been at- 
tained. 

On April 12, the agency organi- 
zation of the company started a 
special “Nylic Centurion Cam- 
paign” for new business to cele- 
brate its 100th year. 

The campaign, which will be for 
a ten-month’s period, will honor as 
“Nylic Centurions” those agents 
who are the 100 leaders-at-large on 
volume of paid business, the 100 
leaders-at-large on number of paid 
applications, and all agents who 
secure 100 paid applications for at 
least $150,000. 


The Nylic Centurion. Campaign 
was announced to the company’s 
field force in a special ten-page bul- 
letin. Featured in the bulletin is a 
letter from George L. Harrison, 
president. Another letter to the 
field, outlining the campaign, car- 
ried the facsimile signatures and 
photographs of Vice-Presidents L. 
Seton Lindsay, Griffin M. Lovelace 
and Dudley Dowell; Assistant Vice- 
President Raymond C.. Johnson, 
and Superintendent of Agencies 
Henry Leivestad. 

A unique feature of the bulletin 


Right — James De- 
Peyster Ogden, First 
President of New 
York Life, April 12, 
1845—April 20, 1847. 


Below — First Broad- 

way office of the 

company. occupied 
in 1850. 





was a letter signed by sixteen offi- 
cers and department heads at the 
home office responsible for the issu- 
ance of new business. The letter 
stated: “As you know, we have 
very serious manpower problems in 
the home office departments which 
handle your applications, and it 
seems likely that these problems 
will get worse before they get bet- 
ter. Nevertheless, we will take all 
the measures that are necessary for 
prompt action upon your applica- 
tions, and we hope you will ‘snow 
us under’ with business during the 
100th anniversary year.” 
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Cultivate the Capacity 
for Excitement 


“Get excited about selling life in- 
surance, for that is a big part of 
the difference between doing an 
average job and becoming a top- 
flight producer!” 

This was the advice given 
Wichita Falls (Texas) life under- 
writers at a recent monthly 
luncheon meeting by S. J. Hay, 
president of the Great National 
Life of Dallas and newly elected 
member of the executive committee 
of the American Life Convention. 

“The interesting thing about suc- 
cessful salesmen with a capacity 
for excitement is that they aren’t 
all excited about the same thing,” 
continued Mr. Hay. “One is ex- 
cited about his prospecting system; 
another is excited about widows 
and orphans; another is excited 
about how tremendously important 
it is to his prospects that he recog- 
nize the grave responsibility. of his 
job and that he do it effectively in 
order that widows and little chil- 
dren may not suffer. 

“Analyze the successful men, and 
you will find that each is excited 
about some part of his job. While 
they are not all excited about the 
same thing, they do have one thing 
in common, the capacity for ex- 
citement, which it is gratifying to 
say can be acquired and developed.” 

Mr. Hay said that, while the ca- 
pacity for excitement is a major 
part of the difference between a 
mediocre and an outstanding sales 
record, adding to the difference are 
better prospecting, greater knowl- 
edge of the business and determina- 
tion to succeed. 


Direct Mail Produces 


Five Results 


When an advertiser reports a 
nationwide average of 65 replies 
from every 100 direct mail pieces 
going forward, “doubting 
Thomases” want proof of the claim. 
The Massachusetts Mutual Life has 
released news of this high ratio of 
replies, and has complete records 
to support the claim. 

Last July the company an- 
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nounced a reply-and-gift feature as 
an addition to its basic direct mail 
advertising which has helped to 
cultivate over $156,000,000 in sales 
in the ten years during which the 
service has been in operation. The 
reply plan was added at the request 


. of field representatives, with the 


understanding that, with revisions 
and improvements as needed, it 
would be continued as long as may 
be warranted by effective use. 
With a five-year average of one 
sale among every ten prospects 
cultivated, and a high average 
amount per policy, the basic pre- 
approach advertising which does 
not ask for a reply, had set a diffi- 
cult pace for the new feature. 

Reminding the agent that there 
is no successful substitution for 
his sales personality, ability, and 
industry, only one claim was made 
for the reply plan of advertising, 
namely that it will help the agent 
to make appointments and give him 
a door opener and an entering 
wedge toward a comfortable, con- 
versational approach to a discus- 
sion of life insurance in its rela- 
tionship to the prospect’s personal 
and family situation. 

The announcement to field rep- 
resentatives gave a suggested tele- 


phone request for an appointment 
and a simplified direct plan of pro- 
cedure for the personal call. 


How Agents Participate 


It is the agent’s responsibility 
to select prospects to receive the 
advertising. Mailing were limited 
to a maximum of twenty names on 
the initial list, and not more than 
ten names weekly thereafter. 

A printed letter offering a com- 
bination gift, and a reply envelope 
carrying a 3-cent stamp are for- 
warded by third class mail, in an 
“envelope” which, when opened by 
breaking the pre-cancelled stamp, 
becomes a wall pocket displaying a 
picture of the American flag and 
the Massachusetts Mutual name. 

As replies are received, a spe- 
cially designed, copyrighted ration 
book case bearing the prospect’s 
name, address, and telephone num- 
ber and a set of food stretcher 
suggestion cards are rushed to the 
agent for personal presentation. 
The measure of his businesslike 
procedure from that point forward 
largely determines the value of the 
advertising to him, assuming that 
he has selected his prospects. If 
he mails the gift to his prospects, 
instead of personally presenting it, 
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WOMEN'S MARKET OFFERS VAST OPPORTUNITIES 


There are approximately 14,000,000 women gainfully employed in the United States. 
This is about 27% of the entire working population. Many life underwriters are alert 
to this new and expanding market. In the main, women have entered the business 
and professional world for the same reason as men; and the fact that in many in- 
stances others are wholly or partially dependent upon them. 

In a study of 12,000 women earners, instituted by the National Federation of Busi- 
ness and Professional Women, the following facts were disclosed: 

In 50% of the cases women earners have the direct responsibility of providing food 
and shelter for other members of the family. 

Of single women, 63% have at least one dependent. 

Of all reporting, 17% are the sole support of their households. 

In addition, many women have saving and investment problems. Thousands of them 
are well-to-do, and to them life insurance can be of special service. 

A recent survey by the Sales Research Bureau indicates that women each year are 
becoming heavier purchasers of life insurance. An examination of 12,440 sales in one 
month made by 52 representative companies throughout. the country showed that 28%, 


of the buyers, were women. 


Another survey made by the Bureau of Home Economics of the U. S. Department 
of Agriculture indicates that insurance is the most general means used by professional 


women for building financial security. 


Women are reputedly thrifty. To the career agent they not only offer a market 
for building a clientele; they should prove to be persistent insurers. 

Nor is the present influx of women into industry apt to be purely temporary. The 
war has drawn countless numbers of women into industries heretofore foreign to them; 
old barriers have been broken down, and woman's sphere has been permanently 


enlarged. 








—Equitable Agency Item 
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he should be surprised if a sale 
follows, and not surprised when 
there is no sale. 

Agent reports are not requested 
because all mailings are forwarded 
by the home office, and applications 
are checked against prospect lists. 
Some representatives have volun- 
tarily reported sales. These letters 
have noted two facts of special in- 
terests: the gift helps in getting 
interviews with prospects — both 
men and women—not previously 
met, and the ration book case and 
food stretcher cards appeal to 
housewives in the upper income 
brackets as well as to those in more 
moderate circumstances. 


Results of Campaign 


Commenting on the experiment 
with the reply-and-gift plan of di- 
rect mail, the Massachusetts Mu- 
tual said: 

“Our plan has demonstrated its 
success in getting replies, which is 
its first job. The gifts have been 
well received, which fact was made 
evident by responses to a follow-up 
letter asking prospects for sug- 
gestions. Voluntary reports from 
agents indicate that the plan ful- 
fills its second responsibility, open- 
ing the way for a discussion of life 


insurance. We do not ask more of. 


this advertising plan. Our judg- 
ment on the complete success of 
this comparatively new addition to 
our line of selling helps for our 
representatives, and our decision 
regarding its continuance will be 
deferred until the cumulative value 
can be proved by sales. The rec- 
ords already show a field-wide aver- 
age of one sale among every twen- 
ty-two repliers. We do not expect 
these averages to equal the record 
on our basic direct mail advertising 
—one sale among ten prospects— 
but we do expect improvement.” 


Applied Psychology 


HEN you ask your policy- 
holder for some names— 

1. Tell him it’s a FAVOR to you. 
If he’s the kind of a person you are 
willing to ask for names, he’s 
usually someone who likes you well 
enough to want to do something 


for you. So don’t hesitate to let 
him know very definitely that it 
will be a real, personal favor to 
you. He’s more apt to think hard 
on the subject, when he under- 
stands that it isn’t just a routine 
part of your day’s work, but that it 
is also something in which you have 
a personal interest. 

2. Ask for a DEFINITE number 
of names. Tell him that you would 
like five names, for instance. Then 
he won’t stop when he has given 
you just a couple, but will keep on 
thinking until he has named any 
reasonable number you have sug- 
gested. 

Then, in addition, be sure to fol- 
low the amply proved practice of 
suggesting definite insurance situa- 
tions; asking him if he knows 
someone who has recently bought 
a home, welcomed a baby into the 
family, and so on. 

Ask for names this way, and you 
won’t merely ask; in most cases 
you will also get them. 

—Prudential Weekly Record. 


Prestige Helps 


“To try to find all of your pros- 
pects, or to make your suspects into 
prospects all by yourself is a diffi- 
cult job. Of course, some of your 
prospects must be created that way, 
but many of your .prospects must 
come to you from your clients, per- 
sonal friends, acquaintances, and 
business connections. 

“Tt is, therefore, necessary that 
in your daily activity with the peo- 
ple, they must learn to respect you, 
your judgment and your ability as 
an insurance man. Therefore, build 
prestige among these people until 
they believe that you are the best 
insurance man whom they know. 
When this has been accomplished, 
a constant flow of good prospects 
will be continually referred to you 
by this large group of people. 

“If the above is to be accom- 
plished by you, you must qualify 
for that recognition by your hon- 
esty, sincerity of purpose, knowl- 
edge of your business, and code of 
ethics.” — Sidney Y. Newcomb, 
agency manager, Los Angeles (S), 
in Commutopics. 


Hints on War-Time 
Selling 


“War Time Selling” was the sub- 
ject of an address by L. W. S. 
Chapman before the Minneapolis 
Association of Life Underwriters. 
He brought out that while many 
things are different, the meaning 
of things remains the same, and 
that the Underwriter’s market and 
his job are “just the same as al- 
ways, only more so.” Mr. Chap- 
man then considered the answers 
to three questions: What do we 
need to believe; what do we need to 
know; and what do we need to do? 
He pointed out that “life insur- 
ance is the backbone of the socio- 
economic structure of our country, 
and we therefore have a tremendous 
responsibility as agents to sell life 
insurance as well as to service our 
policyholders. Emphasizing the 
need for a strong belief in the es- 
sentiality of the agent’s job, he 
suggested checking on our think- 
ing, attitudes and belief. 

Because the pay-off is on skill far 
more than knowledge, the agent 
needs more skill in the use of the 
knowledge he already has. He 
recommended that the agent know 
Social Security, where he stands on 
taxes, the answers to the three 
major objections: Taxes, Living 
Costs, and Bond Purchases, as well 
as keep up-to-date by regular read- 
ing and study of the various ser- 
vices. 

In his discussion of selling, Mr. 
Chapman brought out fourteen 
sales ideas which are clicking today. 

He suggested that life insurance: 
be sold as a necessity, paid for by 
fundamental dollars and in the 
budget like food and shelter. There- 
fore, the protection idea should be 
foremost in the agent’s thinking 
as he drives home the point to the 
prospect that there is no escape 
from the cost of the needed bene- 
fits of Life Insurance. “Make sure 
he understands clearly as we do the 
simple fundamental fact that Life 
Insurance offers him easier terms 
for meeting an inescapable cost.” 
The simple truth, he added, is that 
we sell easier terms in installments 
of two or three cents on the dollar. 
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Pi tices 


INFORMATION 


Provident Mutual Now 
On 21 Per Cent Basis 


On March 1, Provident Mutual 
Life of Philadelphia began issuing 
new insurance on the American Ex- 
perience table of Mortality and 2.5 
per cent interest. Reserves had 
previously been on the American 
Experience and 3 per cent basis. 

New policies of Provident Mutual 
carry a 2 per cent guaranteed rate 
on interest and installment options. 
The excess interest credits on op- 
tional modes of settlement for 1944 
are at the rate of 3.25 per cent. 
The face amount of insurance for 
each $10 monthly income on the 
new Providor policies is $1,000. 
The former amount was $1,200. 

The new series of policies of 
Provident Mutual have a “condi- 
tional increase in income” feature 
which provides that if when the in- 
come from an annuity option is to 
begin, the guaranteed return is less 
than 104 per cent of an annuity 
carrying similar provisions and 
which could be purchased by the 
policy proceeds on the basis of the 
company’s corresponding annuity 
rates then in use, the guaranteed 
income provided by the settlement 
would be increased automatically to 
the latter amount. The wording of 
this clause follows: 

CONDITIONAL INCREASE IN 
MONTHLY INSTALMENTS—On 
the date when the proceeds of this 
policy shall become payable, the 
company will increase the monthly 
installments payable hereunder to 
an amount equal to 104 per cent 
of a monthly annuity determined as 
provided in this paragraph, if such 
amount is greater than said 
monthly installments. Such monthly 
annuity shall be that which said 
proceeds would purchase on said 
date according to the published 
rates of the company then in use 
for new single premium monthly 
life annuities (without installments 
certain) adiusted to provide for 
120 or 240 installments certain or 
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installments certain until the pro- 
ceeds are refunded, as may be des- 
ignated in the election of the op- 
tion (said installments certain to 
be based on interest at the vearly 
rate of two per cent), for the im- 
mediate payment of the first in- 
stallment. 





PROVIDENT MUTUAL LIFE 


Premium Rates per $1,000. American 214% 
Adopted March 1, 1944 





Age at Ord 20- 20-Yr. (Male) 

Issue Life Pay. Endow, at60+ at65t 
10 $15.53 $26.94 $48. $26.55 $22.03 
20 18. 30.68 49. 36.04 81 
30 23.84 35.77 50.69 52.69 40.14 
40 32.18 43.21 53.50 87.35 61.62 
50 46.99 55.49 60.96 193.05 112.98 
60 74.28 78.50 80.22 ~ 76.90 


* Age ofissue 55. + Maturitycash value $1,864. {tMa- 
turity cash value $1,659. Provident Providor provides $10 
monthly income for life, 10 years certain. Mimimum 
amount, $2,000. 


PROVIDENT MUTUAL LIFE 
Dividend Illustrations from Scale Effective March 1, 1944 
to January 1, 1945 
Adjusted to Present Rates and Values 
$1,000 American Exp. 214% 
Ordinary Life 
35 45 


Age 25 55 

AtEnd Premium $21.02 $27.46 $38.48 $58.67 
of Year 

1 3.96 4.71 5.55 7.22 

2 4.12 4.89 5.79 7.53 

3 4.30 5.05 6.01 7.85 

5 4.65 5.39 6.47 8.49 

10 5.38 6.18 7.58 9.93 

20 6.42 7.64 9.48 13.32 

20-Payment Life 

AtEnd Premium $33.00 $39.11 $48.47 $65.21 
of Year 

1 4.14 4.18 5.69 7.31 

2 4.37 5.12 5.98 7.65 

3 4.62 5.35 6.26 8.00 

5 5.11 5.82 6.83 8.71 

10 6.21 6.96 8.22 10.30 

20 8.11 9.19 10.67 13.21 





Security Mutual, N. Y., 
Revises Dividend Scale 


Security Mutual Life of Bing- 
hamton, N. Y., has adopted a new 
dividend scale effective on May 1 
which calls for a more sizeable out- 
lay of payments to policyholders 
than the 1943 scale. On Dec. 31, 
1942, the company set up a reserve 
of $108,552 for policyholders’ divi- 
dends in 1943. In the financial 
statement of Dec. 31 last, Security 
Mutual provided $73,000 for an- 
nual dividends to April 30 this 


year, and $152,000 for the remain- 
der of 1944. The total was $225,000 
or more than double that of 1943, 

In general, the new scale pro- 
vides for higher dividends during 
the early policy years and at the 
younger ages of issue with reduced 
disbursements in the later policy 
and policyholder years. 

Interest on proceeds of policies 
left on deposit is being paid at the 
rate of 2.5 per cent or the guaran- 
teed rated, whichever is higher. 

Security Mutual is now writing 
the Life Paid-Up at 85 Policy up 
to age 70. 

The Retirement Income at 65 
plan is now written for ages 51 to 
54 inclusive. The top age at which 
this contract would be taken was 50. 


—~ 


SECURITY MUTUAL, NEW YORK 
Dividend IIlustrations from Schedule in Effect 
After May 1, 1944 











Whole Life Paid-up at Age 80 
(Minimum $2,500—Dividends ner $1,000) 
Age 25 35 45 55 
At End Premium 19.58 26.05 37.67 58.87 
of Year 
2 2.71 2.87 3.12 3.59 
3 2.76 2.91 3.19 3.70 
4 2. 2.96 3.25 3.80 
5 2.83 3.01 3.33 3.91 
10 3.01 3.25 3.67 4.44 
At End Old Scale—Prior to May 1, 1944 
of Year 
2 2.53 2.73 3.08 3.72 
3 2.58 2.81 3.20 3.88 
4 2.64 2.88 3.30 4.03 
5 2.68 2.95 3.41 4.20 
10 2.96 3.35 5.15 5.00 


20-Year Endowmen 


At End Premium 43.21 50.22 56.05 70.04 
of Year 
2 2.51 2.78 3.22 3.99 
3 2.60 2.89 3.36 4.20 
4 2.69 3.01 3.51 4.41 
5 2.79 3.1? 3.65 4.62 
10 3.24 3.63 4.39 5.64 
At End Old Scale—Prior to May 1, 1944 
of Year 
2 1.76 2.03 2.50 3.38 
3 1.93 2.21 2.70 3.61 
4 2.11 2.40 2.91 3.85 
5 2.30 2.59 3.12 4.09 
10 3.33 3.66 4.26 5.33 








| 





—— 


Prudential Raises I.M.P. 
Maximum Limits 


The Prudential has announced 
that the maximum amount for 
which an Intermediate Monthly 
Premium policy will be issued at 
age 10 or over has been increased 
from $800 to $1,000. No changes 
in the non-medical or other under- 
writing rules have been made. The 
maximum issued on one life re- 
mains at $2,100. 

The Double Protection to 65 plan 
on the Intermediate Monthly Pre- 
mium basis is now being written 
for $2,000 initial amount instead of 
the present $1,600 limit. The policy 
is not being written at ages under 
15 for $2,000 initial amount be- 
cause of the present limits of 
amounts at the lower ages. 
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AETNA LIFE 
Makes non-par. rate changes. July, 1943, Pg. 
29. Retains 1943 dividend scale for 19% 
Jan., 1944, Pg. 31. 

AMERICAN MUTUAL LIFE 
Modified 3 Whole Life policy issued. Feb., 
1943, Pg. 26 


AMERICAN NATIONAL, TEXAS 
a Life Income Er.dowments. July, 1943, 
Pg. 


AMERICAN UNITED LIFE 


Liberalizes substandard rules. Feb., 1943, 
Pg. 26. Rates on annuities changed. March, 
1944, Pg. 42. 


ATLANTIC LIFE 
Drops participating plans. Jan., 1943, Pg. 30. 
Restores three policies. July, 1943, Pg. 30. 
Changes rates on Jan. |, 1944. Jan., 1944, 
Pg. 3. 


BANKERS NATIONAL, N. J. 
"Sell The Rate’ Plan. April, 1943, Pg. 26. 
Adds Life Expectation and Term to 65 con- 
tracts. Jan., 1944, Pg. 21. 


BANKERS LIFE, LINCOLN, NEB. 
Introduces The Family Circle Policy (Life 
Paid-up at 65), April, 1944, Pg. 20. 


BENEFICIAL LIFE 


Goes on 3 per cent reserve basis. Moy, 1943, 
Pg. 28. 


BOSTON MUTUAL 
1944 dividend scale increosed. Feb., 1944, 
Pg. 29. 


CANADA LIFE 
Revises rates and options. Jan., 1943, Pg. 33. 


COLUMBUS MUTUAL LIFE 
Revised single premiums. Nov., 1942, Pg. 66. 
Adjusts 1943 dividend scale. Jon., 1943, Pq. 
30. 


CONNECTICUT GENERAL LIFE 
Revised rules on sub-standard. Oct., 1942 
Pg. 46. Dividend action for 1943. Jan., 1943, 
Pg. 32. Settlement options on 2% basis. "Other 
underwriting changes. Feb., 1943, Pg. 28. 


CONNECTICUT MUTUAL LIFE 


Income Replacement policy introduced. May 
1943, Pg. 28. Annuity Income Endowment at 
65 policy adopted August, 1943, Pg. 52. 1944 
Dividend Action taken. Nov., 1943; Pg. 42. 
Non-medical broadened. Nov., 1943; Pg. 40. 


CONTINENTAL AMERICAN, DEL. 

New interest basis. March, 1943, Pg. 48. Con- 
tinues dividend scale for 1944. Feb., 1944: 
Pg. 3}. 

EQUITABLE LIFE SOCIETY OF U. S. A. 
Pension Trust Plans. September, 1943, Pg. 28 
Increases 1944 dividend scale by !2 per cent. 
Feb., 1944. Pg. 3}. 


EQUITABLE LIFE, WASHINGTON, D. C. 
Rate revisions reviewed. March, 1943, Pg. 48. 


EUREKA-MARYLAND LIFE 
Premium rates modified. Dec., 1942, Pg. 64. 


FARM BUREAU LIFE 
Sets 1944 dividend scale, April, 1944, Pg. 20. 


FEDERAL LIFE, CHICAGO 
Adopts 3% interest rate. Jan., 1943, Pg. 30. 


FIDELITY MUTUAL LIFE 


Further liberalization of non-medical rules. 
March, 1944, Pg. 42. 


FRANKLIN LIFE 
New rates and values on participating and 
non-participating contracts adopted. Octo- 
ber, 1943, Pg. 30. 


GENERAL AMERICAN LIFE 
Continues same dividend scale. July, 1943, 
Pg. 30 

GIRARD LIFE 
Now issues policies to age 5. July, 1943, 
Pg. 30. 











GREAT SOUTHERN LIFE 
New par. and non-par. rates in effect. May, 
1943, Pg. 26. Deferred annuity at age 70 
adopted, October, 1943, Pg. 30. Replaces W. 
L. End. at 85 and Pfd. Risk Ordinary N. P. 
contracts with ordinary Life N. P. Introduces 
Term to 65, April, 1944, Pg. 20. 


GUARANTEE MUTUAL LIFE 
Changes Family Income and Mortgage Re- 
tirement Riders. October, i943, Pg. 28. 


GUARDIAN LIFE, N. Y. 


New 1943 dividend scale announced. Dec., 
1942, Pg. 64; ‘Family Guardian" policies 
offered. Dec., 1942, Pg. 65. 


HOME LIFE, N. Y. 
Preferred Modified Life issued. April, 1943, 
Pg. 26. Increases dividends for 1944. Feb., 
1944, Pg. 31. 


INDIANAPOLIS LIFE 
New rates and policies. Oct., 1942, Pg. 47. 


JOHN HANCOCK MUTUAL LIFE 
Sets 1943 dividend schedule. Dec., 1942, Pg. 
65, and Jan., 1943, Pg. 30. Double Protection 
to 65 and Age 60 Retirement Income Policies 
issued, Nov., 1943, Pg. 40. Expands Juvenile 
Insurance plans, April, 1944, Pg. 20 


LAMAR LIFE 
Non-Medical Procedure Changed. June, 1943, 
Pg. 58 

LIFE INSURANCE CO. OF VA. 
Changes Reserve Basis. April, 1943, Pg. 27. 


LINCOLN NATIONAL LIFE 
New War Clause Adopted. June, 1943, Pg. 59. 


LUTHERAN MUTUAL LIFE 


Adopts the American New Ultimate 2! per 


cent basis, Illinois Standard. May, !943, 
Pg. 30. 

MANHATTAN LIFE, N. Y. 
“Improved Ideal Protection Policy."' Nov. 
1942, Pg. 66. 


MANUFACTURERS LIFE 
Adopts the 1943 dividend scale for 1944. Feb., 
1944, Pg. 31. 


MARYLAND LIFE 


Continues 1943 dividend scale after April 1, 
1944, 


MASSACHUSETTS MUTUAL LIFE 
Non-medical privilege liberalized. March, 
1943, Pg. 48. New rate and option basis 
adopted. May, 1943, Pg. 29. Now issuing 
Double Indemnity from ages 15-20. July, 1943, 
Pg. 30. Extends settlement options. March, 
1944, Pq. 42. 


MONARCH LIFE 
Introduces Several New Plans. April, 1943, 
Pg. 27. 


MUTUAL LIFE OF N. 

Dividend scale ~ RS for 1943. Jan., 1943, 
Pg. 32. New type policy form developed. 
Feb., 1943, Pg. 27. Endowment Annuity Form 
Revised. June,1943, Pg. 57. Dividends for 
1944 on same scale as 1943, Feb., 1944; Pg. 31. 
Increases juvenile limit to $10,000. March 
1944, Pg. 44. 


MUTUAL BENEFIT LIFE 
Non-medical program outlined. August, 1943, 
Pg. 52. 1942 scale continued again into 1944. 
Feb., 1944, Pg. 31. 


MUTUAL SAVINGS LIFE, ST. LOUIS, MO. 
New rate book issued. Jan., 1943, Pq. 30. 
Modified 3 policy issued. March, 1943, Pg. 48. 


NATIONAL LIFE, VT. 
Retains 1943 scale of dividends for !944. 
Feb., 1944, Pg. 29. 


NATIONAL OLD LINE LIFE 
New rate book issued. August, 1942, Pg. 46. 


NEW ENGLAND MUTUAL LIFE 
Keeps for 1944 dividend scale adopted in 
1942. Jan., 1944, Pg. 3}. 
New non-medical program announced. March, 
1943, Pq. 49. 
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NEW YORK LIFE 
Retains 1943 dividend scale. Jan., 1943, Pg. 
- No change in dividend scale for 1944. 
Feb., 1944, Pg. 31. 


NORTHWESTERN MUTUAL LIFE 
Makes minor revisions in dividend scale. 
Dec., 1942, Pg. 66 


OCCIDENTAL LIFE, LOS ANGELES 


Non-medical limits changed. August, 1943, 
Pg. 54. 


OCCIDENTAL LIFE, N. C. 
Term to 65 Policy adopted. Nov., 1943; Pg. 42. 


OHIO NATIONAL LIFE 
New cash values and annuity income values 
on Retirement Annuity Contract. October, 
1943, Pg. 28. 


PACIFIC MUTUAL 
Acts on Deposit Funds Rates. July, 1943, Pg. 
30. New Non-Participating ratio adopted. 
Nov., 1943; Pg. 40. Continues 1943 dividend 
scale into 1944. Feb., 1944; Pg. 29. 


PAN AMERICAN LIFE 
Adds participating lines. Plans to mutualize. 
Jan., 1943, Pg. 31. New rates adopted on 
Amer. Exp. 3%, Ill. Std. reserve basis. Feb., 
1944, Pq. 29. 


PENN MUTUAL LIFE 
“Balanced Protection" policy issued. Feb., 
1943. Pg. 26. Enlarges juvenile program. 
May, 1943, Pg. 28. 


PHILADELPHIA LIFE 
Increases par and non-par rates. Nov., 1943; 
Pg. 40. 


PHOENIX MUTUAL LIFE 
Security Income Special Policy adopted. 
June, 1943, Pg. 57. Revises single premium 
annuity series. October, 1943, Pg. 28 


PILOT LIFE 
Enters wholesale life field. May, 1943, Pg. 28. 


PROVIDENT MUTUAL, PHILA., PA. 
Reduces 1943 dividend scale. Jan., 1943, Pg. 
32. 


PRUDENTIAL INSURANCE CO. OF 
AMERICA. 


Discontinues wholesale insurance. Feb., 1943, 
Pg. 28. War Hazards extra premiums 
chanend. June, 1943, Pg. 57. Introduces 
temporary income contract. July, 1943, Pg. 
29. New liberalized non-medical program 
described. August, 1943, Pg. 54. Roises 
Juvenile Limit to $5,000. October, 1943, Pg. 
29. Double Protection to 65 and Family In- 
come W. L. Paid-up at 85 policies adoptes. 
November, 1943; Pg. 40. Changes in group 
benefits one underwriting practice made. 
Jan., 1944, Pg. 31. Continues 1943 dividend 
scale into 1944. Reduces extra premiums on 
war hazord coverage. 


RELIANCE LIFE 
Juvenile 30 Pay. Policy Issued. April, 1943, 


Pg. 26 
SHENANDOAH LIFE 


Makes change in reserve basis. Jan., 1944, 
Pg. 3}. 


STATE MUTUAL LIFE 
Adopts Preferred Risk W. L. Policy. 1944 
dividend rate reduced on most policies. Jan., 
1944, Pg. 33. 


SUN LIFE OF CANADA 
1943 Dividend Scale. April, 1943, Pg. 26. 


TRAVELERS ' : 
Triole and double protection plan outlines. 
August, 1942, Pg. 46. 


UNION CENTRAL LIFE 
Double V Policy Introduced. June, 1943, Pg. 
57. Re-enters pension trust field. Contracts 
described. August, 1943, Pg. 54. Issues single 
premium juvenile policy. August, 1943, Pg. 
54. Continues 1943 dividend scale for first 5 
months of 1944. Feb., 1944, Pg. 29. 
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March Life Sales 
Continue Increase 


New life insurance for March 
was 1.6 per cent more than for 
March of last year, and for the 
first three months of this year the 
total was 15.3 per cent more than 
for the corresponding period of 


1943, according to The Association - 


of Life Insurance Presidents. 
Ordinary insurance again led the 
other classes with an increase of 
nearly 14 per cent over March of 
last year. Industrial and Group 
showed decreases of 9 per cent and 
32 per cent respectively. 

The statement aggregates the 
new paid-for business—not includ- 
ing revivals or increases—of 39 
United States companies having 81 
per cent of the total life insurance 
outstanding in all United States 
legal reserve companies. 

For March, the new business of 
the 39 companies was $791.695,000 
against $779,061,000 during March 
of last year—an increase of 1.6 per 
cent. New Ordinary insurance was 
$565,705,000 against $496,854,000 
—an increase of 13.9 per cent. In- 
dustrial insurance was $137,811,000 
against $151,817,000—a decrease of 
9.2 per cent. Group insurance was 
$88,179,000 against $130,390,000— 
a decrease of 32.4 per cent. 





Service Men Advised 
to Hold Policies 


The problem of what to do about 
their National Service Life Insur- 
ance must be promptly decided by 
many hundreds of thousands of 
men and women so soon as they 
are released from service in the 
Armed Forces and the advice of 
Leroy A. Lincoln, President, Met- 
ropolitan Life Insurance Company, 
is “Keep it in force.” 

The Metropolitan has instructed 
its field force to back up this ad- 
vice by passing it along to those 
discharged service men and women 
with whom they come in contact 
and by aiding them in every pos- 
sible way so as to make it easy 
for them to retain their insurance. 
In his instructions to the com- 
pany’s field men as to the use of 
the company’s leaflet, “What To Do 
About Your National Service Life 
Insurance,” Mr. Lincoln pointed 
out that most service men, “when 
discharged, will still be in posses- 
sion of the National Service Life 
Insurance’ policies which they 
bought at the time of their induc- 
tion. They will want to know what 
to do with this insurance and we 
have an obligation to see that they 
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are competently and ‘conscien- 
tiously advised. To assist you in 
giving advice, we have prepared 
a leaflet entitled ‘What To Do 
About Your National Service Life 
Insurance’ which has been ap- 
proved by the Veterans Adminis- 
tration in Washington. 

“We hope, in the near future, 
to publish a booklet of detailed in- 
structions concerning the right to 
convert and other privileges to 
which owners of National Service 
Life Insurance are entitled. 

“IT am sure I need not emphasize 
our deep obligation to members of 
the Armed Forces. The National 
Service Life Insurance which they 
own is secured by the credit of the 
United States of America—a credit 
not exceeded by that of any other 
nation in the world. The policies 
are good; they fit the insurance 
needs of the vast majority and 
their owners would be well ad- 
vised, and should be strongly en- 
couraged to maintain them in 
force.” 


Women’s Roundtable 
Membership Drive 


Aiming at a goal of 100 members 
before Aug. 1, the executive com- 
mittee of the Women’s Quarter 
Million Dollar Round Table of the 
National Association of Life Un- 
derwriters, under the chairman- 
ship of Elsie M. Matthews, general 
agent for Manhattan Life, Mont- 
clair, has announced that to date 24 
women have qualified for the 1944 
Round Table; 12 of the 24 are first- 
time qualifiers. The 1943 Round 
Table had a membership of 46, rep- 
resenting 25 companies in 21 
states. 

Those women qualifying for the 
1944 Women’s Quarter Million Dol- 
lar Round Table as of April 11 are: 


Martha W. Allin, Connecticut 
Mutual, Minneapolis; Muriel 
Briggs, Southland Life, Dallas; 


Elsie H. Colson, Union Central, 
Omaha; Ruth Day, Bankers Life 
of Iowa, Detroit; Ethel N. Elmer, 
Connecticut General, Chicago; Rose 
D. Emmett, Franklin Life, Fort 
Payne, Ala.; Zelma Fisher, New 
York Life, St. Louis; Grace H. 
Grant, Reliance Life, Mobile: Fan- 
nie A. Henry, New York Life, 
Little Rock; Sara F. Jones, Equi- 
table Society, Chicago; Jennie L. 
Kramer, Reliance Life, Norfolk, 
Va.; Hermine R. Kuhn, Manhattan 
Life, New York City; Fay Levy, 
Equitable Society, New York ‘City; 
Ann’ S._ Liston, Northwestern 
Mutual, South Bend; Florence E. 


Lorf, Penn Mutual, Detroit; Elsie 
M. Matthews, Manhattan Life, 
Montclair; Mildred P. Miller, Penn 
Mutual, Kansas City; Evelyn R. 


Nussear, Massachusetts Mutual, 
Baltimore; Lillian. L. Probst, 
Franklin Life, West Colombia, 


Texas; Kathleen Runnells, New 
York Life, Norfolk, Va.; Mrs. G. A. 
Ralls, Minnesota Mutual, Houston; 
Leila N. Rice, Oregon Mutual, 
Pendleton; Lillian O. Sallee, Frank- 
lin Life, Troup; Margaret Willour, 
New York Life, Oklahoma City. 





Extending Coverage On 
Govt. Employees 


A broad expansion of insurance 
protection for civilian employees of 
the Federal Government who are 
stationed abroad or who travel 
overseas on assignments was an- 
nounced recently by Lauchlin 
Currie, administrative assistant to 
President Roosevelt. 

As president of the War Agencies 
Employees Protective Association, 
Mr. Currie stated that the wartime 
program of group life insurance 
adopted last year to protect civilian 
employees of 20 member agencies 
and departments of the association 
is being extended to provide protec- 
tion for civilian employees of the 
War and Navy Departments, the 
Panama Canal, and the Panama 
Railroad Company. The entire in- 
surance program is underwritten 
by the Equitable Life Assurance 
Society of the United States. 

The group insurance plan is now 
available to more than 75,000 em- 
ployees of virtually every govern- 
mental agency and department that 
is primarily engaged in the war 
effort. The civilian personnel 
eligible for the protection includes 
employees of American citizenship 
stationed anywhere on earth. 





Wade New President 
Of Standard Life 


At the annual meeting of the 
stockholders and directors of the 
Standard Life Insurance Company 
of Indiana, J. Raymond Schutz was 
elevated to the position of chairman 
of the board of directors. 

Harry V. Wade, vice-president 
and general manager, was elected 
to the presidency of the company 
and will be in charge of all of the 
operations of the Corporation. Mr. 
Wade became general manager of 
the company in 1941 and until that 
time he had been vice-president of 
the American United Life Insur- 
ance Company of Indianapolis: 














Key-men—the power that makes prof- 
its possible— are the most valuable and 
most perishable asset in business. 


The devastating loss of this asset is 
an ever-present problem that far too 
many executives try to dodge — until 


it is too late to do anything about it. 


The Massacuusetts MuTuAL man 
has a big job to do—the important 
job of turning the searchlight of ex- 
perience on the loss that organizations 
suffer when key-men die. 
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Selective Service medical examination of some three 
million registrants, with over fifty per cent under 
requirements, points to need for National health data 


EDICAL opinion long has 
M realized that America’s 

health problem. would be 
simplified if people reported their 
sicknesses in the early stages. 
Conversely, it may be said that our 
national health problem could be 
met with much better hope of 
mastery and greater effectiveness 
if we had accurate and fairly com- 
plete information about the char- 
acter and the extent of the physical 
and mental defects of our popula- 
tion. We have no health census 
such as other countries have. Nor 
have we other means of compulsion 
by which the natural reticence of 
people about the condition of their 
health could be overcome. 

In the wake of extraordinary 
events, however, we find sometimes 
the information which is kept from 
us in the normal routine of life. 
One such event is the war and the 
medical examination of millions of 
people called forth thereby. In 
the October, 1942, issue of The 
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By THOMAS J. V. CULLEN 


Editor, The Spectator 


Spectator (page 34) we took op- 
portunity to discuss the prelimi- 
nary result of these examinations, 
which then were confined to about 
20,000 reports on the physical fit- 
ness of American youth between 
the ages of 21 and 36. They were 
indications applied to the approxi- 
mately two million registrants 
rather than solid facts based upon 
a thorough survey. 


Current Health Status 


Now, a recent and more complete 
analysis of the Selective Service 
System is available. It is probably 
the last word on the health status 
of that group of our population 
which, by the nature of the pur- 
pose for which their examination 
was required, may be expected to 
present the best health status of 
all population groups. On _ the 
other hand, it should be realized 
that on the whole civilian America 
should be satisfied with somewhat 
lower health standards than those 


fixed by the military authorities. 
In this respect it may not be amiss 
to point out that the original 
standards were meant for the 
nucleus of an army, perhaps 900,- 
000 men fit for any type of service. 
By now, our army has grown to ten 
times this number, at some sacri- 
fice of the original requirements. 

Between November, 1940, 
through September, 1941, approxi- 
mately three million registrants 
were examined. Of these, 43.8 
per cent were rejected by local 
boards, and 9 per cent at induc- 
tion stations, or a total of 52.8 per 
cent. The rejection rates, of 
course, differ widely in the differ- 
ent age groups. For example, of 
the 22-year-old registrants 41.6 
per cent were rejected, and of the 
36-year-olds 80.3 per cent. An- 
other marked difference exists be- 
tween members of the white and 
the colored race, the rejection rate 
for the former being 51.9, and for 
the latter, 59.4 per cent. 
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Che principal causes of rejection 
were: 





Ts 6 Keeee 16.5 per cent 
Ds « xe emew 11.7 
Mental and ner- 
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Cardiovascular. 10.0 
Musculoskeletal. 8.9 
HORM, 66 «aie 6% 5.9 
Venereal disease 5.9 
Ear, nose and 





throat: ...... 5.5 
Tuberculosis, 

ae Eneeaay Nee 3.8 
Educational de- 

ficiency ..... 3.8 
PO) << tive doses 3.0 
Underweight .. 2.9 
COOP sissies du 11.7 


All causes. 100.0 per cent 


While in its summary form, this 
table gives an accurate picture of 
the health condition of these three 

‘ million registrants, it should not 
lead us to draw quick, unwarranted 
conclusions. Certain explanations 

oto are in order. Many thousands of 
physically fit men enlisted in the 
armed forces without waiting in- 
duction. Had they been included in 
the above record, the rates of re- 
jection no doubt would be lower. 





Moreover, a large number of those 
rejected had comparatively slight 
defects which is shown by the fact 
that about one-half their number 
was classified for limited military 
service. In analyzing the various 
defects, care must be taken to dis- 
tinguish between the slighter and 
the more serious kinds. 


TEETH: The rejection rate was 
more than three times as high for 
white as for Negro registrants, 84.1 
against 26.8 per thousand. In most 
cases, the defects could be remedied 
quickly; two-thirds of all white 
registrants thus _ rejected, still 
qualified for limited service. As 
pointed out in the previous article. 
the large proportion of dental de- 
fects arises from a long-continued 
accumulation of untreated caries 
beginning at the age of six; 2.4 
teeth per man were carious enough 
to require extraction; 7.6 tooth sur- 
faces needed filling; and because on 
the average 13 teeth have been ex- 
tracted, 9 out of every 10 reject- 
ables needed full or partial den- 
tures. 

EYES: Here, too, the rejection 
rate was higher among whites than 
Negroes, 56.9 against 26.0 per 


thousand. Another parallel may be 
found in the fact that about three- 
fourths of the rejections are due to 
defects in refraction and vision, 
and less than one-fourth to ocular 
disease. It is estimated that more 
than four-fifths of all those rejected 
for ocular conditions can be re- 
habilitated. About 70 per cent of 
all white registrants rejected still 
qualified for limited service. 

It is of interest to note that de- 
fects of teeth and eye were the 
leading causes of rejection among 
white registrants while syphilis and 
educational deficiency were those 
among Negroes. However, of the 
Negro registrants rejected for 
syphilis, over 90 per cent qualified 
for limited service. This was not 
the case for educational deficiency 
which was so pronounced that prac- 
tically all Negro registrants were 
definitely disqualified. With the ex- 
ception of these high rejection rates 
among Negroes, syphilis and edu- 
cational deficiency, the health con- 
dition of the Negro compares 
favorably with that of the white 
registrant inasmuch as the former 
had lower rejection rates for most 
types of defects. 

But of all the rejection causes, 
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the most important are probably 
those for mental and nervous de- 
fects (10.4 per cent of all causes), 
cardiovascular (10.0), and tuber- 
culosis (3.8). The defects of teeth 
and eyes are largely of a nature 
which allows easy correction. 
[| Again, the educational deficiency 
among Negroes is a matter to be 
dealt with outside the medical 
field.} Far graver is the situation 
which confronts us in the three just 
mentioned defects, a_ situation 
which is only partly reflected in the 
findings of the Selective Service 
Board. 

We could hardly expect to see the 
full gravity of mental disease, heart 
disease, and tuberculosis reflected 
in the physical examinations of 
young men between the ages of 21 
and 36. On the other hand, the 
gravity perhaps lies not so much in 
the extent of these defects as in 
their steady increase. Only about 
one in thirty among all registrants 
may suffer from mental and ner- 
vous disease. But let these men ad- 
vance in age ten and fifteen years 
and see the number of sufferers in- 
crease to one in ten. 


Long Range View 


Similarly, the 10.0 rejection rate 
for cardiovascular defects gives but 
a faint picture of the true extent of 
the prevalence of this disease 
among the population at large, and 
less so of the rate of increase. A 
better perspective of the true im- 
portance of cardiovascular disease 
is obtained if it is remembered 
that at the turn of the century, less 
than 30,000 were numbered on the 
death roll because of heart disease. 
Fifteen years later, in 1915, there 
were more than 100,000. In the 
early thirties, the annual toll stood 
at a quarter of a million. And now 
we are approaching the 400,000 
mark. In this light, the defects of 
teeth and eyes pale into compara- 
tive insignificance. 

In contrast, the low 3.8 rate of 
rejections because of tuberculosis 
and other lung defects is truly in- 
dicative of the astounding progress 
which medicine has scored in 
battling this once dreaded disease. 
It has been estimated that the num- 
ber of deaths*from tuberculosis 
among life insurance policyholders 
would be about 100,000 greater if 
the death rate of 1900 would still 
apply; or over 50,000 greater if the 
mortality rate would have remained 
unchanged since 1920. This many 
lives, then, have been saved by the 
scientific work of medicine and by 
the educational activities carried on 
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by many life insurance companies. 

it is in the light of these develop- 
ments that we should read the over- 
aii findings from the physical ex- 
aminations of the Selective Service 
Board. Briefly, four different 
trends in the national health pic- 
ture may be observed: 

1) due to the marked success in 
fighting venereal disease, tuber- 
culosis, and many other formerly 
grave illnesses, comparatively light 
defects of teeth and eyes now 
occupy first and second place. 

2) due to the profound social and 
economic changes in the character 
of our economy and the composi- 
tion of our society, mental and 
nervous defects have come to the 
fore and now constitute a most 
formidable problem. 

3) in spite of the high rate of 
literacy in our country, the educa- 
tional deficiency is still very pro- 
nounced, especially in the South. 
No further elaboration is required 
if it is pointed out that this is a 
racial rather than an educational 
problem. 

4) the one disease which may be 
described a truly national scourge, 
is heart disease, and while medical 
science has been able to alleviate it, 
it has not yet found the key to its 
satisfactory solution. For it is well 
to say that heart disease is to old 
age what taxes are to the rich man; 
but it should be noted that heart 
disease is second among the im- 
portant defects found among the 
registrants, being outranked only 
by mental and nervous defects. The 
real scourge is not that of old age. 
It is that which starts in childhood, 
is aggravated by a burn-the-candle- 
at-both-ends way of living, and 
comes into full blossom between the 
ages of 40 and 60. 

The careful observer will have 
noticed that each of these four cate- 
gories has a different character, 
poses a different problem, and calls 
for a different approach. The 
remedy of teeth and eye defects is 
simply a medical problem, and not 
a difficult one at that. The expan- 
sion of free clinics; compulsory ex- 
aminations extended to include all 
schools, from the lowest to the 
highest, from grammar school right 
through to college; and from the 
one-room schoolhouse to the sprawl- 
ing complex of buildings covering 
six city blocks. Industry could— 
and partly already does—cooperate 
most effectively, and there would 
certainly seem to be a large place 
for the government to render its 
assistance (already very’ sub- 
stantial in order to promote knowl- 


edge and better understanding 
among the people, to disseminate 
information and supervise activi- 
ties. 

A far tougher nut to crack is the 
problem of nervous and mental de- 
fects. The number of sufferers 
reaches into the millions. Some of 
the care is institutional; some, 
medical; and most is confined, be- 
yond reach of either institutional 
or medical care, within the charity 
of the private home. The record of 
curing mental ills is not encourag- 
ing while, at the other end, the 
cause of these ills, namely despair 
from emotional upset or financial 
reverses, seems to grow with the 
social and economic problems that 
beset our civilization. The princi- 
pal requirement may be seen in eco- 
nomic security which would make 
possible better stability of the 
home and, therefore, a higher de- 
gree of emotional balance. 

Educational deficiency, as we 
have indicated, is largely confined 
to the Negro in the South. Per- 
haps there is a lack of educational 
facilities which is directly re- 
sponsible for this condition. But 
it would probably be nearer the 
truth to say that racial considera- 
tions and the practical limitations 
arising therefrom, bear a greater 
share of the responsibility. 


General Standards 


Similarly, heart disease does not 
seem to be, in the final analysis, a 
problem for the physician. It has 
perhaps more to do with our gen- 
¢ral cultural standards. If we had 
a better appreciation of leisure, our 
hearts might well appreciate our 
appreciation, with a subsequent re- 
duction in the mortality rate from 
heart disease. Here, as in many 
other fields of sickness and disease, 
we are tempted to overestimate 
what can be done medically when it 
is pretty late, and to undervalue 
what we are able to do in the way 
of careful prevention. 

It is to two other agencies that 
we must look for greater strides 
toward the goal of more effective 
observation and prevention. One of 
these agencies is the insurance 
branch, which by the service it 
renders and by the information it 
disseminates, has in the past con- 
tributed considerably to this effect. 

The other agency is the govern- 
ment, which by the power of the 
law and on the strength of its own 
great authority can and undoubted- 
ly will be an important influence in 
making the people of our country 
conscious of the value of health. 























As human a document as 
has ever reached Agency 
Items is reprinted below. 
We are indebted to Agency 
Manager Harry Chipman of 
Columbus for bringing it to 
our attention, and of course 
our gratitude goes to Miss 
Mary B. Crowe of. that 
Agency, the author, for her 
splendid portrayal of life 
insurance service through 
this eloquent and _ heart- 
warming vest-pocket auto- 
biography. 


HOW IT ALL HAPPENED 


| was an extremely homely child. One day a playmate 
said to me—"You'll never get a secretary's job, because 
you're not pretty." 

My family, until my father became a mechanic, had been 
farmers for generations and had not felt the need of higher 
education. But my playmate's remark burned deep and | 
decided on the spot that for what | lacked in beauty | must 
make my brain compensate. | tossed my copper-red head 
and with fervent Irish determination retorted—'| will go to 
college; then | can get any job | want!" 

But as the eldest of nine children, eventually, | knew that 
my father's steelworker wages couldn't be stretched that far. 
So at fourteen | hired myself out on Saturdays, cleaning a 
14-room house at 35¢ an hour. All through high school | 
scrubbed and swept and saved every penny “for college.” 
My hopes were slim, but just before graduation a miracle 
came out of the blue—a four-year board-and-tuition scholar- 
ship to. St. Mary of the Springs College. All | had fo provide 
were books, fees, clothes and a room. My “scrub money” 
would pay for my Freshman year. 

But it was 1930. My father, who had just lost his life's 
savings in the economic collapse, was working only two days 
a week; he still had seven children in school and was facing 
a major operation at Mayo's. My parents urged me to use 
my scholarship because jobs were impossible to find. My 
dream of college was within my grasp, but | felt | couldn't 
deprive my family of my earning power without having some- 
thing to protect them. So, without telling my parents, | 
bought a $1,000 Equitable Ordinary Life Policy and paid 
tor it by waiting on tables at 6:30 A.M. in a Greek restau- 
rant; by cooking, scrubbing, peddiing newspaper subscrip- 
tions, and assorted other jobs during summer vacations. My 
senior year in college followed the bank holiday of 1933 and 
my insurance premium was all | could wring out of the sum- 
mer's jobs. | wrote the Dean that | would not be back. But 
the day before school opened a business man | knew, who on 
the dubious security of my parents’ "B & L" book, had 
loaned me enough money to finish my junior year [my health 
cracked and | had to forego some of my jobs) offered to 
lend me funds for my senior year on the security of my 
Ordinary Life (cash value $20). 

Jubilantly | went back to college, switched to major in 
Economics, devoured everything | could find about Life In- 
surance, and began pestering Harry Chipman fer a plac 
in his Agency. | 

On ‘july 4, 1934, | arrived in Columbus with two old dresses, 
one pair of shoes, $15 in cash, a brand new A.B. degree 








Reprinted from Equitable Agency Items 


cum laude with a $700 mortgage on it, and a handful of 
acquaintances, all of whom were certain I'd lost my mind. 

| was still homely, and frightened half out of my wits, but 
| had a contract with Harry Chipman, and | had become the 
first college graduate in the history of my family because of 
a little $1,000 Ordinary Life insurance policy! 

During the next three months | sold one $1,000 policy and 
lived on 60c a day. Sometimes | didn't eat lunch because 
| didn't have even a nickel for a glass of milk. Eventually | 
sold my second policy, and immediately bought my second 
one. 

Now it is nearly ten years later. Between January 15 and 
February 15, 1944, | wrote a little over $100,000 of insurance 
all on binder. One of my favorite sales tools is a yard-wide 
piece of oiled silk with pockets in it. In each of the eight 
pockets is an Equitable insurance policy—MY policies—each 
with a notation across the top in red ink—"This policy put 
me thru college." "This policy financed an emergency opera- 
tion that saved my father's life in 1938." "This policy bought 
my car when | was told to buy one or get out of the busi- 
ness" (the cash value was $50, but the ‘toughest banker in 
Columbus’ loaned me $650 out of his own pocket. And an- 
other miracle—I sold a $100,000 policy to a 67-year-old 
widow. My commission came the morning the note was 
due). “This policy is for my little sister's education"—she 
was born a month after | entered college. “This policy has 
often bought bread and butter"—when | have had long 
stretches of no business. 

A few other policies bear no notations—as yet; but when 
future crises come they are my friends that will see me thru 
them, just as they have seen me through every crisis I've 
faced in the past ten years. The loan values now exceed 


-$1,000—yet once | didn't have a nickel for a- glass of milk! 


A few minutes ago | had one of the Big thrills of my life. | 
paid the premium, out of this year's business, on my first 
Single Premium Endowment! It's my first splurge, because up 
to now I've felt | should buy only protection insurance. 

My father died last July from an infection that developed 
when he concealed from the family for two years the need 
of an operation "because we couldn't afford it.” A great 
corporation, for which he worked for nearly twenty-five years, 
might have saved my father's life by deducting 24c a week 
from his pay check for a hospitalization policy. But it didn't. 
My dad left no money; just a pair of greasy mill shoes to 
fill, with a magnificent heritage of honesty, devotion, and 
capacity for hard work that | wouldn't barter for all the 
money in the world. Better still, he left me and my seven 
living sisters and brothers a mother (who has never weighed 
more than a hundred pounds) so wonderful that words could 
never describe her. 

When | unfold my "battle-scarred" policies before a pros- 
pect, | say—"These are my jewels. They will make certain 
that my mother can live with my brothers and sisters if she 
wants to—but she will never have to live on them! And 
if Mary Crowe lives to be a little old lady, these Equitable 
policies will guarantee money in her mail box to the end of 
her days!" 

As you can see, my playmate was right. | shall never get 
a “secretary's job"—look at my typing! But | don't mind, 
because | have exactly the job | want—a job in which all 
day long | can play fairy godmother—just going round "put- 
ting money in the mailboxes of widows and orphans—ond 


little old ladies.” M. B. C. 
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CURRENT THINKING 


est in social security in the 

1930’s_ derived much of its 
strength from the atmosphere of 
defeatism and feeling of personal 
insecurity then prevalent through- 
out the country. People were be- 
wildered and frustrated by the col- 
lapse of the prosperity of the 1920’s 
and were casting about for some- 
thing that would promise security 
in a world that abounded in inse- 
curity. Under the leadership of the 
New Deal they turned to the Fed- 
eral Government, and the Social 
Security Act of 1935 was put on the 
Statute books. Owing to the haste 
with which it was devised and the 
lack of experience in the United 
States with social insurance, the 
original act contained weaknesses. 
Several of these were remedied in 
1939 as a result of the painstaking 
study of the Social Security Ad- 
visory Council. In view of the com- 
plexity of the subject and the wide 
variations in conditions in a large 
country like the United States, it is 
not surprising that experience has 
shown that improvements in the 
Act are still needed. They should 
be made in an atmosphere of un- 
biased inquiry, divorced as far as 
possible from political pressures 
and the fortunes of either political 
party. 


Tt striking upsurge of inter- 


Fundamental Changes 


That happy state of affairs, un- 
fortunately, is exceedingly difficult 
to achieve. Instead of a bill in Con- 
gress to make the relatively few 
changes needed, we have a bill 
which proposes not only funda- 
mental changes in policy but also a 
broad expansion of social security 
into new fields. Because the im- 
plications of the new proposals are 
so far-reaching and in many as- 
pects dangerous, it is of the utmost 
importance that they be studied 
most carefully and _ constructive 
suggestions made, to the end that a 
sound solution may be found of the 
problems with which they deal. 

Fortunately, the presentation of 
these new social security proposals 
finds the country in an entirely dif- 
ferent mood from that which pre- 
vailed in the 1930’s. Out of the 
achievements of the war effort has 
developed a feeling of accomplish- 
ment and self-reliance that is the 
very antithesis of the defeatism of 
the great depression. We also have 
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Social Security— 
Public 
and Private 


Address Delivered at the Thirty-sev- 

enth Annual Meeting of The Associa- 

tion of Life Insurance Presidents in 
New York City. 


By M. ALBERT LINTON 


President, The Provident Mutual Life Insurance Company of 
Philadelphia 


had opportunity to experience the 
shortcomings of centralized control 
of the details of our personal living. 
Rationing and _ price-fixing have 
taught us more than a thousand 
treatises could have done about the 
unworkability of many of the 
theories of the planners who be- 
lieve that the salvation of the coun- 
try is dependent upon control by 
Washington bureaus. The atmos- 
phere of the present is therefore 
favorable for a sound appraisal of 
the new proposals. The people and 
their representatives in Congress 
are far less likely to be stampeded 
by alluring programs for achieving 
Utopia overnight. 


Tests to be Applied 


In appraising such social security 
proposals as those now before Con- 
gress or in the famous Beveridge 
program in Great Britain, it is 
helpful to apply certain objective 
tests in the searching light of ex- 
perience. Alluring promises _in- 
cluded in a law are no guarantee 
that the promises can be fulfilled; 
or that they may not in the end 
leave matters worse off than they 
were in the first place. Some of the 
tests we should apply are the fol- 
lowing: 

(1) Does the program allow 
ample opportunity and provide ade- 
quate incentives for people to de- 
velop initiative and ambition, 


thereby reducing to a minimum the 
temptation to turn to government 
to achieve personal security? This 
is a fundamental question to be 
asked in connection with all social 
security programs. Sir William 
Beveridge correctly answers it af- 
firmatively by emphasizing that 
social security benefits should be 
held strictly to a subsistence level, 
thus allowing ample scope for the 
exercise of individual initiative. 

(2) Does the program undertake 
to do what can better be done by 
private, voluntary means? The 
priceless characteristic of a suc- 
cessful democracy is the strength 
that comes from the spontaneous 
urge of its citizens to achieve de- 
sirable goals through voluntary ef- 
forts rather than through govern- 
mental, bureaucratic compulsion. 
The voluntary procedure may take 
more time but its achievements are 
much more likely to remain sound 
and virile. 

(3) Does the program enhance 
unduly the power of the central 
government? The central planners 
are always in a hurry to accomplish 
their objectives. They are im- 
patient for example with the efforts 
of individual states to make social 
progress. They want the millen- 
nium to be reached in jig time and 
believe that centralization in Wash- 
ington will do it. Unfortunately, it 
doesn’t work that way. The reason 
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why the attempt to use their 
method is dangerous is that when 
the program falls down, as it is so 
likely to do, the blame will be placed 
upon failure to have given the cen- 
tral agency sufficient power in the 
first place. The reasoning will be 
plausible but false. And since the 
local mechanisms will have been 
weakened or destroyed in the cen- 
tralization process, the central plan- 
ners are likely to win out. The re- 
sult will be more and more control 
over the lives of individual citizens, 
and less and less tolerance of the 
views of dissenting minorities, with 
the consequent development of 
totalitarian powers exercised from 
Washington. After observing the 
events that occurred on the con- 
tinent of Europe after the last war, 
it is not difficult to understand the 
real menace to democratic institu- 
tions inherent in centralization 
programs. Let no one delude him- 
self that “it can’t happen here.” 


Old Age and Survivors Insurance 


With these general principles as a 
background, we shall discuss some 
of the most important features of 
the social security proposals now 
before Congress. Of great inter- 
est, of course, are the ones relating 
to old age pensions. It is proposed 
that the minimum pension be raised 
from $10 to $20 per month per 
single individual, and to $30 per 
aged couple. If eligibility condi- 
tions are properly set up, this pro- 
vision has merit. The bill further 
provides that the maximum pension 
be raised from $85 to $120 per 
month, with smaller increases at 
the lower levels of earnings. This 
increased scale of pensions clearly 
violates the principle that social in- 
surance benefits should be held to 
a subsistence level in order to allow 
ample scope: for individuals to 
achieve adequate old age incomes 
by supplementing the basic mini- 
mum through voluntary efforts. 
The $85 maximum should not be in- 
creased. 

It is proposed to extend the old 
age and survivors insurance pro- 
gram to include large groups not 
now covered, sueh as farm and do- 
mestic workers, employees of non- 
profit organizations, and govern- 
mental employees. These exten- 
sions should be made as soon as 
practicable. As far as farm and 
domestic workers are concerned, 
the problem primarily is one of 
overcoming administrative difficul- 
ties. Whether or not the retirement 
age for women should be reduced 
to 60 as proposed should in large 
measure be determined in the light 
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of the costs involved. The increased 
costs would be incurred in two 
ways: First by the earlier retire- 
ment of women employed in cov- 
ered occupations and second, by the 
lower eligibility age of ‘wives or 
widows of men who had attained 
age 65 and become eligible for bene- 
fits. As yet I have seen no esti- 
mates of the costs of making this 
change. 

To include the self-employed gen- 
erally in the old age and survivors 
insurance program as _ proposed, 
would give rise to formidable ad- 
ministrative problems and afford 
many opportunities for persons in 
no need of governmental protection 
to devise ways and means of ob- 
taining large benefits at the ex- 
pense of the government. Before 
attempting to extend coverage to 
the self-employed group, whose 
members are on the whole rela- 
tively well off, it would be wiser to 
solve the practical problems in- 
volved in bringing into the plan 
other groups in much greater need 
of social insurance benefits. 


Disability Benefits 


It is proposed to include in the 
old age and survivors insurance 
system, total and permanent dis- 
ability benefits calculated by the 
same formula as the old age bene- 
fits. If the eligibility age for 
disability benefits of this kind were 
made say 55, instead of 18 as pro- 
posed, much could be said for the 
provision. Many workers become 


totally disabled as they approach 
old age and there would be value in 
a plan which would bridge the gap 
until the old age benefits became 
available at 65. It would serve also 
to counteract possible efforts by 


pressure groups to reduce the gen- 
eral retirement age below 65. Such 
a reduction would be undesirable 
not only from broad social and eco- 
nomic considerations, but also be- 
cause of the heavy increase in costs. 

To provide total and permanent 
disability benefits at the younger 
ages would entail serious adminis- 
trative problems. In this field the 
life insurance companies can con- 
tribute a wealth of testimony aris- 
ing out of their exceedingly unsatis- 
factory experience with total and 
permanent disability insurance dur- 
ing the depression of the 1930's. 
The government would do well to 
heed that experience and limit its 
total and permanent disability pro- 
visions say to the ten years in a 
worker’s life before he reaches age 
65, where the greatest volume of 
need exists. 


Federalization of Unemployment 
Insurance 


The proposals before Congress 
would do away with the present 
state-federal system of unemploy- 
ment insurance and replace it by a 
federal system controlled from 
Washington. The mainspring of 
this program is a desire to simplify 
administration, to increase the un- 
employment benefits, to make them 
run for a longer period, to make 
them more uniform throughout the 
country and to pool all unemploy- 
ment insurance reserve funds in a 
national fund in the hope that the 
financial basis would thereby be 
strengthened. The central plan- 
ners are impatient with the states, 
believing that they are laggard in 
coming up to the standards Wash- 
ington would like to see adopted. 

This federalization proposal takes 
us to the center of the states rights’ 
battle now being waged on several 
fronts. Despite what may appear 
superficially to be the advantages 
of centralization, the program 
would dangerously undermine our 
democratic institutions by placing 
enormous power over the individual 
in the hands of a vast, country- 
wide machine operated and con- 
trolled by Washington. Further- 
more, the proposals would give that 
machine still more power by adding 
to the system of unemployment 
benefits a system of temporary 
disability benefits available to those 
unable to work on account of ill- 
ness or accident. 

Just consider for a moment the 
enormous discretionary power a 
plan of this kind would put into 
the hands of the thousands of fed- 
eral officeholders from Maine to 
California who would be deciding 
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whether individual citizens should 
receive -benefits from rich Uncle 
Sam because they claimed they 
could not find work or were physi- 
cally not able to work. And these 
benefits would not be small. They 
would run up to a maximum of $30 
a week, that is at a rate of $1560 
a year. 

Since the control of the system 
would be centered in Washington, 
political influence could be exer- 
cised in a single direction from one 
end of the country to the other, 
with none of the neutralizing in- 
fluences as between states that 
would be present if politics should 
perchance come to play an unsavory 
part in individual state systems. 
The temptation would be enormous 
for a federal administration facing 
defeat at the polls to use a federally 
controlled system dispensing un- 
employment and disability benefits 
to influence votes. And no civil 
service rules would stand up under 
the pressure. Furthermore, it 
would be equally dangerous no mat- 
ter which political party were in 
power. If we want to take a long 
step toward totalitarian govern- 
ment, destructive of personal free- 
doms and the Bill of Rights, fed- 
eralization of unemployment insur- 
ance would be an effective way of 
doing it. 

In considering these arguments 
against the federalization of un- 
employment insurance it may be 


asked why similar arguments may , 


not be advanced against the exist- 
ing federalized old age and sur- 
vivors insurance system. The 
answer is that very little discretion 
has to be exercised under that sys- 
tem since the falling due of bene- 
fits is so largely determined by the 
attainment of a given age or by the 
death of the insured worker, about 
which there can be little question. 
The operations of such a system are 
altogether different from those of 
a system granting unemployment 
and disability benefits where dis- 
cretion plays such a dominant role. 

As for the argument that the 
unemployment insurance system 
would be stronger financially if re- 
serves were pooled in a national 
fund, it may well be countered that 
the large increase in unwarranted 
benefit payments which would prob- 
ably follow federal administration 
would be likely to make the federal 
system weaker than the present 
state system. If under the pres- 
ent system a state fund should be 
exhausted during a period of pro- 
longed severe unemployment, one 
way of meeting the situation would 
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be for those out of work to receive 
assistance on the basis of a needs 
test, the state and federal govern- 
ments sharing the cost equally. 
Furthermore, it is not unlikely that 
under such conditions public works 
projects would be inaugurated to 
provide employment. 

The proper procedure in the un- 
employment insurance field is to de- 
vote our best attention as a nation 
to improving the present state-fed- 
eral program and to avoid federal- 
ization as we would the plague. 
Where it seems desirable to add 
temporary disability benefits, let it 
be done on a state basis, following 
the lead of Rhode Island which en- 
acted a sickness compensation law 
last year. 

It should also be provided in any 
temporary disability program that 
more liberal existing private plans 
could be retained or adopted in the 
future if there should be a desire 
to do so. 

The state system of organization 
for dealing both with unemploy- 
ment insurance and disability in- 
surance has the great merit of al- 
lowing for experimentation and for 
the variations required to meet 
varying local needs. It will take 
time to do all that is necessary to 
achieve the ultimate goal on a state 
basis but it will be accomplished 
in a sounder manner and avoid the 
peril of totalitarianism involved in 
a wholly federal system. 


Payroll Taxes 


Up to this point we have been 
stressing the benefits of social se- 
curity and saying very little about 
how they would be financed. Pro- 
posals are before Congress to raise 
the payroll taxes at once to 12 per 
cent—one-half to be paid by em- 
ployees and one-half by employers. 
This means that employees would 
pay six times as much as they are 
now paying; and employers 50 per 
cent more. At present levels of em- 
ployment, a 12 per cent tax would 
yield upwards of $8 billion a year. 
Even under peacetime employment 
conditions this rate of tax would 
yield an income that for several 
years would far exceed the outgo 
for social security benefits, old and 
new. The excess would augment 


existing reserve funds, now ap- . 


proaching five billions in the old 
age and survivors insurance plan, 
and over four billions in the unem- 
ployment insurance plan. 
Following a four-year discussion 
of the financing of social security, 
Congress adopted in 1939 for the 
old age and survivors insurance 


system a pay-as-you-go plan sup- 
plemented by a contingency reserve 
to offset, during times of poor busi- 
ness, possible decreasing tax re- 
ceipts and increasing benefit pay- 
ments. It was felt that the pres- 
ence of a large excess of income 
over outgo year after year, ac- 
cumulating in a reserve fund that 
might reach a total of $40 or $50 
billions, would make it difficult to 
protect the system against political 
pressure groups seeking to enlarge 
benefits dangerously or to spend the 
extra money in unsound ways. Suc- 
cessful efforts by such groups could 
easily undermine the foundations 
of the whole system. 

In order to discuss satisfactorily 
the broad subject of social security 
financing, the taxes to support un- 
employment insurance should be 
considered apart from the taxes to 
support the remainder of the pro- 
gram. Generally speaking, the un- 
employment insurance taxes are 3 
per cent of payrolls, paid by em- 
ployers. In periods of high em- 
ployment a substantial fund is ac- 
cumulated to be drawn upon in 
periods when unemployment may 
reach such a level that benefit pay- 
ments exceed current tax receipts. 
Generally speaking, it is anticipated 
that the reserve will rise and fall 
with the ups and downs of the 
business cycle. 

Deducting the 3 per cent payroll 
tax for unemployment insurance 
from the proposed 12 per cent tax, 
we are left with 9 per cent to apply 
to the remainder of the proposed 
social insurance program. Even in 
the unlikely event that Congress 
would approve that program in full, 
this rate of tax would be far higher 
than necessary to begin with. The 
correct procedure would be to adopt 
a pay-as-you-go contingency re- 
serve financing plan similar to the 
one adopted in 1939 for old age and 
survivors insurance. What the 
actual tax schedule over the years 
should be, would of course depend 
upon the benefits finally included in 
the program. 

In any event, however, a low tax 
rate for several years would be in- 
dicated, rising as benefits increased 
and need existed to build the con- 
tingency reserve up to higher levels. 
In later years, after the system had 
reached greater maturity, it would 
be anticipated that benefit pay- 
ments would exceed tax receipts 
and that then the government 
would make appropriations to the 
system out of general revenue 
funds. This, of course, underlines 
the crucial importance of keeping 
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benefits within limits which at no 
time would impose undue burdens 
upon the national economy. 

The argument that payroll taxes 
should now be increased in order to 
combat inflation is unsound. Anti- 
inflation taxes should be levied 
openly and aboveboard, specifically 
for the purpose, and then repealed 
when the inflation dangers had 
passed. Again the payroll taxes 
should not be increased on the plea 
that they are needed to finance the 
war. To use the social security 
taxes for a double purpose would be 
dangerous. Later when only the 
single social security purpose re- 
mained and there still was a large 
excess of income over outgo, there 
would be great danger that pres- 
sure groups would find ways to use 
the money that appeared not to be 
needed. The way to protect the 
system is to use social security 
taxes for social security purposes 
only. 

When we attempt to visualize 
what must be done to provide ade- 
quate social security, protection, it 
may help to think in terms of the 
hours of labor required to produce 
the goods and services needed by 
the beneficiaries of social security. 
If, for example, the money costs 
should be equivalent to say 20 per 
cent of payrolls, they can be looked 
upon as equivalent to seven or 
eight hours of work per week un- 
der peacetime conditions; and the 
problem becomes something like 
this: 


Standards of Living 


Assume that under conditions of 
technological development and ex- 
isting production facilities, this 
country can produce the goods and 
services necessary to support a 
given standard of living among the 
population generally, and to fur- 
nish support and care on a given 
standard for the beneficiaries of so- 
cial security. If then it is desired 
to raise either of these standards, 
shall it be accomplished by varying 
the proportions of working time de- 
voted to the two purposes or by 
increasing the total hours of work? 
If there is improvement in produc- 
tion processes so that we can pro- 
duce the same amount of goods and 
services with fewer hours of 
work, shall we reduce hours and in- 
crease leisure time, or shall we not 
reduce and devote the excess pro- 


duction to one or the other or both. 


of the purposes we are discussing? 
As we look into the future it would 
appear that society is not going to 
have to answer so much the ques- 
tion “Is social security worth hav- 
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Success, should the geometrician strive to picture it, could never be repre- 
sented by a straight line. Only the polygon would be adequate, for success 
isa many-sided achievement involving a multitude of contributing factors. 
“It is a complex molecule, not an indivisible element,” the chemist must 


Tragically, it often happens that the man or institution gaining success 
fails to recognize, or forgets, that the accomplishment was the product of 
more than one component — self. Actually, invariably, success results from 
a combination and inter-play of numerous impelling human forces func- 
tioning with the deliberate purpose of attaining the supreme goal. 

Fortunate indeed is the man or woman linked with an organization 
whose creed is “the everlasting team-work of every bloomin’ soul!” 


AMERICAN UNITED LIFE INSURANCE COMPANY 
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ing?” as the questions “How can 
social security protection best be 
provided and how large a propor- 
tion of its working time is society 
prepared to devote to providing 
that protection?” 

There can be little doubt that 
this country is able to produce what 
is required to make reasonable pro- 
vision for the aged, the unem- 
ployed, and those in need of medical 
and hospital care. Already large 
sums are being spent in these cate- 
gories by private individuals and 
public agencies. We do not know 
their total but it must run into 


large figures. Doing the job as it 
should be done would therefore not 
increase the burden upon the na- 
tional economy to the full extent 
that at first glance would be antici- 
pated when the cost of a hypo- 
thetical social insurance program 
is brought out into the open. The 
crux of the matter is the develop- 
ment of practicable plans which 
actually will improve existing con- 
ditions and accomplish effectively 
and efficiently what we seek to ac- 
complish, without hampering our 
economic progress or undermining 
our. democratic institutions. 
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THREE CHALLENGING MARKETS 
FACE LIFE UNDERWRITERS TODAY 


HREE principle markets chal- 

lenge the attention of the life 
agent today, declared Louis J. Zett- 
ler, superintendent of agencies of 
the Metropolitan Life Insurance 
Company at the annual sales con- 
gress of the Philadelphia Associa- 
tion of Life Underwriters. He 
enumerated them as follows: 

1. Women are, generally speak- 
ing, naturally more thrijty than 
men. Therefore, they welcome life 
insurance as a secure plan of sav- 
ing. 

2. An increasingly greater num- 
ber of women have dependents. 
Since dependency has always been, 
and unquestionably always will be, 
a basic reason for purchasing life 
insurance, we must recognize that 
many women are now assuming the 
responsibility for the complete or 
partial support of a father or 
mother that was previously shared 
by a brother who may now be in 
the armed services. Further, a 
large number of today’s newly em- 
ployed women are wives of men who 
are in the service, and, therefore, 
must assume responsibility for the 
support of their children. 

3. A greater number of women 
of today are responsible for their 
own economic future. Under pres- 
ent circumstances, there is a great- 
er likelihood of the unmarried 
woman of today being obliged to 
continue to work and to provide for 
her own economic security. 

4. Most women are anxious to do 
more than their share to finance 
the war and to combat inflation. 

“Therefore,” said Mr. Zettler, “‘it 
is my belief that the progressive life 
underwriter will do well to take 
recognition of this field for the sale 
of life insurance and plan to develop 
a reasonable portion of his business 
from this source. 


War Industries 


“A second major market of today 
consists of men employed in war 
industries. (Naturally you might 
well include women in this category 
also.) These persons are earning 
greater sums of money than ever 
before, and it is often the case that 
several persons in one family are 
enjoying this increased income. To 
be successful in our contacts with 
this market, it may be necessary for 
some of us to change our habits and 
hours of work, on account of the 
various shifts employed by indus- 
try. Our presentations must also be 
clearly stated, practical, and to the 
point, and should certainly be based 
on individual needs. 
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A third major market of today is 
one that has been greatly enhanced 
during the past several years. I am 
referring to the business and pro- 
fessional man, With special refer- 
ence to doctors and dentists. Al- 
though there is evidence on every 
side that a great number of this 
latter group have entered the ser- 
vices of their country, it is self- 
evident that the ones who are being 
retained in private practice have 
naturally increased both their hours 
of work and their number of pa- 
tients. As a further encouraging 
point, it runs hand in hand that, in 
the main, the ability of the civilian 


population to pay for necessary 
medical and dental care has taken 
a sharp upswing. Therefore, as I 
see it, the life insurance buying 
power of this group is at a new 
high, and the forward looking un- 
derwriter will take advantage of his 
opportunities to be of service in 
telling his life insurance story. 

There are many other prime mar- 
kets today that I shall not describe 
in detail, but which are nevertheless 
important. Some of these are: 
Business insurance (with its fac- 
tors of key-men, close corporations, 
partnerships, and proprietorships) ; 
the juvenile market; and the field of 
men in the age brackets of 40 and 
50, who are enjoying greatly in- 
creased incomes, and have a need 
for retirement income as well as 
protection. 

There is one great overall field or 
market that I must include as a 
matter of fact, and which I have 
purposely left till last for emphasis. 
This group consists »f any husband 
or father who has, or has not, been 
included in one of the previous mar- 
kets discusséd. Husbands and 
fathers always have had a need for 
the protection of life insurance and, 
as I see it, always will. War or no 
war, depression or prosperity, 
fathers will continue to love their 
families and to have the natural in- 
stinct of wanting to provide for 
their own, whether they have the 
good fortune to remain on this 
earth or not. Just as you and I, 
these men, approached properly, 
will always welcome hearing the 
story of what life insurance in 
action will do for them and their 
families. 





Life Insurance 


in Canada 


As of Dec. 31, 1942, Canadian 
life insurance companies had 
$4,320,987,066 life insurance in 
force; United States life companies 
transacting business in Canada had 
$2,538,897,449 insurance in force 
and British life companies operat- 
ing in the same field had $152,283,- 
048, a grand total of life insurance 
in force in Canada of $7,875,748,- 
866. Figures of such magnitude 
are beyond the comprehension, in 
tangible detail, of the mind. 

This huge amount of life insur- 
ance constitute a power for good 
which is greater than that ever ac- 
cumulated by any industry in the 
history of mankind. In terms of 
care for dependents, relief of 
penury and educational advantages 


to children this life insurance is a 
bulwark to the public weal. The 
wonderful protection afforded in- 
dividuals and their dependents 
through such a saving is hardly 
appreciated by the average man. 

Those life insurance companies 
mentioned above had as of Dec. 
31, 1942, Canadian assets and 
assets in Canada to a total ad- 
mitted value of $3,404,585,802. 
Three and a half billions of dollars 
in life insurance assets is a stag- 
gering amount. Their influence is 
more far-reaching than the dollars 
and cents valuation of the sums 
themselves. 

The assets of all the life insur- 
ance companies, in addition to the 
extent of the protection they 
afford, are so administered that 
they support the monetary stability 
of the nation. 
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is AYBE it’s stretching things a little tocall Ed _ stairs last winter and broke a leg and two ribs. 
I, tod rors — but it’s the best way I know And, to go back a little farther, there was the 
y, — . first day we had lunch. That was just after I was 
e You know how it is with a conscience. married. J] wanted to rave about Clara, and Ed 
n There have been plenty of times in the last 15 wanted to talk business. 
ir years, when I've hated to see Ed hang up his old Luckily for me, Ed won. Because he did talk 
felt hat and sit down to talk with me. business and finally made me listen, Clara will be 
I’ve cussed him out, and argued with him, and able to keep our home and give the kids a good 
* stalled him off for months at a time. education, no matter what happens to me. 
But I’ve listened to him, too, and I’m mighty Who is Ed? Why, he’s The Travelers Agent in 
a glad I did. my town, and he sells me insurance. Being an- 
e Take the time Ed wheedled me into giving him other man’s conscience is his business. Speaking 
- five minutes one day when I said I was too busy for myself, I want to say he knows his job. 
$ to see him. Mora t: Insure in The Travelers. All forms of 
y Because of that five minutes, I didn’t have to insurance. The Travelers Insurance Company, 


worry about where the money was coming from The Travelers Indemnity Company, The Trav- 
to pay the bills when I fell down the cellar _elers Fire Insurance Company, Hartford, Conn. 


} Ed is not a mythical character. He is of that legion of friendly insur- 
ance men throughout the country who enable families and individuals 
to make their future dreams come true. 
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RECENT DEVELOPMENTS IN EXECUTIVE 
COMPENSATION 


¢ 

MONG the most baffling problems facing those in 
A responsible control of the affairs of business 
institutions large enough to have in effect a 
definite line of demarcation between ownership and 
management, is that dealing with the determination 
and maintenance of correct forms and levels of com- 
pensation of executives. Although it is generally rec- 
ognized that the proper solution of this problem has 
a vital bearing upon increasingly successful perform- 
ance of the managerial function, attempts to deal with 
it are apt to be impeded by a’number of obstacles. Im- 
portant among these are the lack of availability of 
standards by which accomplishment may be measured, 
the complexity. of the psychological considerations in- 
evitably involved, and the difficulty of securing agree- 
ment concerning appropriate methods for determining 
precisely, or even approximately, the extent to which 
management is entitled to share in the results pro- 

duced by it. 

Looking back to the period of expansion which fol- 
lowed shortly upon the termination of World War I, 
it is fair to say that during these years there was, gen- 
erally speaking, a marked disposition on the part of 
large corporations to treat their executives in the mat- 
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Article number nine of a series 

on various phases of manage- 

ment as it applies to life 

insurance: Principles are pre- 

sented and discussed from the 

viewpoint of history, philosophy 
and natural laws. 
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President of the Hopf Institute of Manage- 
ment, Ossining, N. Y., and Contributing 
Editor of The Spectator 


ter of compensation with a degree of liberality com- 
mensurate with increasing profits. In many instances, 
extremely high salaries and bonuses were paid, and 
large numbers of shares of stock were distributed on 
favorable terms, or indeed as outright gifts. Various 
other forms of profit sharing, also, were introduced 
and experimented with. 

Unfortunately, such practices seldom reflected an ac- 
curate and fair appraisal of the contributions of the 
beneficiaries to the financial progress of the organiza- 
tion. As may be definitely asserted in retrospect, they 
usually expressed the composite influence of a number 
of viewpoints, ranging from laudable to vicious, all 
dominated by superficial thinking. Factors such as 
unwarranted confidence in the future, fear of the lure 
of competitors, ignorance of sound principles of mea- 
surement and disregard of the interests of ownership, 
combined with favoritism, nepotism and prodigality to 
produce what were accepted as progressive plans of 
executive compensation. 

It is probably a just statement that at no other pe- 
riod in the history of modern times did business ex- 
ecutives of any country of the world receive compensa- 
tion for their services in amounts approaching the 
levels in effect in America during the seven years from 
1922 to 1929. The economic disaster that overtook us 
toward the close of the latter year did not immedi- 
ately put a halt to existing practices. It remained for 
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the well-nigh complete collapse of 
business which tollowed a year or 
two later to dictate that speedy ad- 
justment to stern realities required 
abandonment of the high levels of 
compensation in vogue, elimination 
of practically all forms of extra 
compensation, and a return to 
saner viewpoints with respect to 
the whole problem. 


Birth of Criticism 


American business corporations, 
especially those entering the de- 
pression period with relatively 
large financial resources, were slow 
to act upon the implications of the 
situation. The public, however, 
faced with the spectre of want and 
aroused as rarely in our history 
by emotional reactions to inequali- 
ties in the distribution of wealth, 
soon seized upon high salaries of 
corporate executives as an appro- 
priate subject for attack. News- 
papers and periodicals, led by the 
more sensational kind, featured in 
increasing number articles dealing 
with various economic and social 
aspects of the question. Wide pub- 
licity was given to the salaries of 
many well-known business lead- 
ers, and savage criticisms were 
launched against certain of these 
men whose annual compensation, in 
the eyes of many of the general 
public, represented almost fantastic 
sums. 

With the passage by the Con- 
gress of the Securities Act in 1933, 
and of the Securities Exchange Act 
in 1934, another factor entered into 
the situation. One of the provi- 
sions of these acts required that 
complete information be furnished 
to the Securities and Exchange 
Commission concerning salaries 
and other emoluments paid by cor- 
porations to their executives. Re- 
luctantly as many organizations 
have made such information avail- 
able, and despite strenuous efforts 
on their part to have it held con- 
fidential by the Commission, the 
latter has uniformly taken the 
stand that the public was entitled 
to knowledge of compensation paid 
by corporations whose shares of 
stock were traded in on the ex- 
changes. Naturally, to the persons 


most intimately concerned, the ex- 
ecutives themselves. pnublication of 
their salaries and other compen- 
sation has constituted a source of 
much embarrassment; moreover, it 
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has lea to untortunate comparisons 
and has trequently engendered 
marked dissatisiaction with specific 
ieveis OI compensation. 

‘the deveiopment of unprece- 
dented conditions in the decade that 
has elapsed since promulgation of 
the two acts, has brought the prob- 
lem of executive compensation 
more sharply than ever into focus. 
Hundreds of suits have been filed 
against corporations by dissatisfied 
stockholders who have sought to 
hold the directors liable for alleg- 
edly excessive, and therefore un- 
justifiable, payment of salaries and 
other emoluments to executives. 
The courts have thus been called 
upon to consider many new and 
varied questions involved in the re- 
lations of ownership and manage- 
ment. Decisions rendered upon the 
issues presented have often had. the 
effect of coming as painful and 
costly shocks to those who were 
old-fashioned enough to cling to 
the theory that executive compen- 
sation practices constituted largely 
a bargaining process between the 
two parties at interest and were 
not properly a matter of public 
concern. 


New Governmental Powers 


Entering into the problem of ex- 
ecutive compensation with increas- 
ing force and effect are new gov- 
ernmental powers, of which the fac- 
tor of publicity previously noted is 
but one aspect. The heavy burden 
of taxation pressing down upon 
business enterprise during the pe- 
riod of slow recovery from the de- 
pression has mounted to unprece- 
dented proportions since the advent 
of the war. The various steps 
taken by the national government 
to maintain economic stabilization 
and to control the dangers of in- 
flation, have resulted in the estab- 
lishment of limits upon commod- 
ity prices and the wages of labor. 
The salaries of executives of cor- 
porations doing business with the 
government have been subjected to 
certain indirect limitations; more- 
over, a specific net salary ceiling of 
$25,000 was introduced by presi- 
dential executive order into the sal- 
ary stabilization law of 1942, but 
was eliminated therefrom by Con- 
gressional enactment of April 11, 
1943. While at the present time, 
therefore, no definite legal restric- 
tion upon the size of the salaries 


Os executives 1s generauy in eect, 
1c Cannot be xgainsaid that a trend 
in that direction is manifesting 
itselt and that such a restriction 
may weil be counted among future 
possibilities. 

Under existing conditions, it is 
hardiy tikely that the problem of 
executive compensation will be 
brought readily within the range 
of permanent solution. In spite of 
the limitations upon freedom of ac- 
tion imposed by the impacts of cur- 
rent economic, social and political 
forces, it will nevertheless be of 
value for purposes of sound future 
policy determination to consider the 
subject in terms of fundamentals 
and to formulate a type of ap- 
proach to its treatment which will 
commend itself on the score of its 
obvious validity. The tremendous 
importance of executive compensa- 
tion as a factor in furthering in- 
creased accomplishment will un- 
questionably appeal to those in con- 
trol of the affairs of our business 
institutions as calling urgently for 
dispassionate and objective analy- 
sis of underlying principles and the 
adoption of policies that will do 
substantial iustice to all the inter- 
ests involved. 


Essential Principles and Conditions 


That executive compensation 
goes to the root of accomplishment 
is a conclusion which will be ac- 
cepted as inescapable by anyone 
who will devote exhaustive study 
to the problem and will bring all 
its varied aspects within the range 
of careful consideration. Regard- 
less of rank, individuais serving in 
executive or technical capacities 
are never wholly proof against the 
appeal of material values. It is 
true that some ultimately reach 
levels of authority and influence 
sufficiently high to warrant the con- 
clusion that they are prone to at- 
tach greater weight to non-financial 
considerations than to those of 
more concrete character. But even 
in the case of such individuals, 
there is frequently demonstrated 
merely a shift in emphasis which 
expresses itself in a lively and 
continuing concern lest the value 
placed unon their accomplishments 
should fail to accord with the 
financial recognition bestowed unon 
others in the organization whose 
contributions do not exceed their 
own. 
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If we probe deeply enough into 
the relation between executive 
compensation and accomplishment, 
we are bound to discover that it is 
intimately affected by a number of 
considerations entering vitally into 
exercise of the function of man- 
agement. Since time immemorial 
it has been the general practice to 
express the compensation of execu- 
tives in the form of fixed salaries 
that were assumed to represent a 
rough equalization of the varying 
values of the responsibilities re- 
spectively exercised. This practice 
unquestionably possessed attributes 
of strong merit, but it was subject 
also to grave drawbacks whose in- 
fluence tended to vitiate much of 
the good that might otherwise have 
been extracted from it. 

On the favorable side of the pic- 
ture, there was the stimulus to ac- 
complishment afforded by the real- 
ization that compensation was fixed 
and certain, and that, within limits, 
it could be expected to increase reg- 
ularly from time to time, as the re- 
sults produced by the individual 
mounted to levels of greater value. 
Whether or not this expectation 
was borne out by the facts de- 
pended, of course, upon the degrees 
of understanding, objectivity and 
fairness with which the salary 
question was viewed by those 
charged with the responsibilities in- 
volved in its administration. 


Unfavorable Factors 


On the unfavorable side, there 
was, as previously intimated, the 
lack of availability of a body of 
principles and techniques in which 
reliance could be placed for sup- 
plying sound guidance in any prac- 
tical consideration of the problem. 
Thus, the door was opened only too 
often to the infiltration of influ- 
ences inconsistent with the produc- 
tion of adequate incentive values. 
One of the most significant of these 
was the fact that the recipients of 
compensation were given little, if 
any, assurance regarding what the 
future held in store for them and 
were, therefore, left in a state of 
uncertainty which, in the long run. 
was bound to have an adverse ef- 
fect on the state of their morale. 

Whatever creative results the 
practice of paying fixed salaries to 
executives may have produced up 
to the present, under existing con- 
ditions, to say nothing of the un- 
precedented and incalculable forces 
with which business will unques- 
tionably have to contend in the 
post-war world, it is unlikely to con- 
tinue to do justice to the needs to 
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be satisfied and the complex re- 
quirements to be met in relating 
executive compensation to accom- 
plishment. In consideration of the 
grave economic and social aspects 
involved, the crudities, inflexibili- 
ties and uncertainties characteris- 
tic of so many fixed-salary plans 
must yield to more enlightened and 
scientific means of determining 
compensation on a basis that will 
furnish adequate assurance of sat- 
isfying all the equities presented. 


Three Major Elements 


Any comprehensive and construc- 
tive plan of executive compensation 
should, generally speaking, include 
three major elements. The first is 
the base salary, which distinguishes 
among the various degrees of train- 
ing, skill, judgment, experience 
and other qualifications required 
for performance of the duties and 
responsibilities attaching to the 
different positions maintained. The 
second is represented by contingent 
extra compensation, which becomes 
payable only in the event that op- 
erating results exceeding prede- 
termined standards have been ac- 
complished during any given fiscal 
period. The third constitutes the 
retirement annuity which, in con- 
sideration of past services, an ex- 
ecutive receives when arriving at 
the established age of superannua- 
tion. Underlying these three ele- 
ments are a number of principles 
whose validity must be accepted in 
the formulation and operation of 
the plan. 

Principle 1: Correctly to deter- 
mine the structure of base salaries, 
it must be made to rest upon a 
foundation provided by properly 
evaluated and standardized condi- 
tions of organization. 

Unless the plan of organization 
in effect is fashioned according to 
sound principles, conditions caus- 
ing distortions of organizational 
values and corresponding inequali- 
ties in base salaries are bound to 
be encountered. If these condi- 
tions persist, it is futile to expect 
that any plan of executive com- 
pensation dominated by their influ- 
ence will prove an aid in furthering 
executive accomplishment. 

Principle 2: The aggregate of 
the base salaries constitutes a fund 
which should stand in a constant 
or decreasing ratio to some major 
factor of the business, such as net 
amount of sales. 

This principle makes establish- 
ment oft the total amount of base 
salaries of executives automatic, 
and permits concentration upon the 


crux of the problem, i.e., deter- 
mination or the Just share oi each 
individual executive in the fund, 
The fund to be used for payment 
ot base salaries should be budgeted 
in the same manner as are all other 
major items of expense. 

Principle 3: Determination of 
the compensation of executives 
should always be governed by their 
individual performance with re. 
spect to conditions substantially 
under their control. 

Failure to observe this impor- 
tant principle has wrecked many 
an executive compensation plan 
and frustrated the advancement of 
accomplishment to higher levels. 
The true measure of the return to 
an executive lies in ascertainment 
of his accomplishment: within the 
field of responsibility assigned to 
him and with regard to factors 
which he is in a position to con- 
trol. Per contra, nothing dis- 
courages the ambition to produce 
outstanding results more certainly 
than the realization that factors 
over which the individual has little 
or no control will be weighed 
heavily in measuring or appraising 
his performance. 

Principle 4: Base salaries paid 
to executives during a given fiscal 
year should be construed and ac- 
cepted by them as adequate com- 
pensation for attainment of bud- 
geted standards of normal profit 
realization. 


Necessary Adjustments 


On the face of it, this principle 
does not seem to take into account 
the varying degrees of. difficulty 
that may be associated with attain- 
ment of the objective indicated. 
However, it is assumed that under 
correct conditions of budgetary 
procedure, this phase of the prob- 
lem will be given due weight and 
corresponding adjustments will be 
made. 

Principle 5: The success of any 
executive compensation plan is con- 
ditioned upon the existence of an 
explicit understanding. amounting 
to a pledge that if super-standard 
results within the range of accom- 
plishment are achieved, stipulated 
extra compensation, expressed in 
definite terms, will be paid. 

To provide an adequate incen- 
tive to all concerned, it is essential 
to arrive at an explicit understand- 
ing before the fact. Moreover, it 
is necessary that from time to time 
figures be published concerning op- 
erating results currently achieved, 
so that executives may proceed 
with assurance toward realization 
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of the goals set. Any aitempt to 
keep the question of executive com- 


pensation in’ the reaim of vague- 


promises or iliusory hopes tor the 
tuture cannot but have a disastrous 
effect upon morale. 

Principle 6: Contingent extra 
compensation should pertain only to 
super-standard operating results, if 
any, accomplished, and payments 
should be predicated on the prior 
determination of a formula govern- 
ing the share in such results to be 
made available to executives. 

To compensate executives partly 
on a contingent basis in the manner 
indicated, obviates to a large ex- 
tent employment of the crude 
method of making general in- 
creases in salaries when unusually 
profitable operating results have 
been achieved. The latter method 
is open to the strong objection that 
it tends to swell the executive com- 
pensation fund to unjustifiable pro- 
portions and is apt to necessitate 
drastic and upsetting changes in 
times when business conditions are 
not propitious. The payment of 
extra compensation, when earned. 
liquidates for the period covered 
by it the obligation of ownership 
to management, and thus prevents 
the pyramiding effect resulting 
from employment of the salary in- 
crement advice. 


Extra Compensation 


lod 


Principle 7: Provisions for con- 
tingent extra compensation should 
differentiate clearly the various 
levels of difficulty and responsibil- 
ity at which executive tasks are 
performed. 

This principle applies equally to 
the determination of both base sal- 
ary and contingent extra compensa- 
tion. Grouping of executives into 
levels or zones according to the dif- 
ficulty and responsibility of their 
positions, accompanied by uniform- 
ity of treatment on the same level 
and eouitab'e differentiation among 
the levels, is dictated by the neces- 
sities of simple justice. Any diffi- 
culties experienced in carrying out 
such a grading process can be re- 
solved by the use of avvronriate 
measures of the value of the vari- 
ous functions and activities of the 
business. 

Principle 8: Contingent extra 
compensation should invariably be 
limited to a predetermined mazi- 
mum amount of benefit beyond 


which, regardless of circumstances 
of extremely profitable operation, 
no additional compensation will be 
made available. 

Because this principle has been 


violated in the construction and 
operation of various executive com- 
pensation p.ans, tne basis has been 
iaid for much costly litigation, with 
attendant untavorable publicity 
ana other detrimenta! consequences 
to the corporations involved. The 
rule of reason applies here with 
as much torce and eifect as in any 
other circumstances, and it should 
be recognized that a dividing line 
may with propriety be drawn be- 
tween the results directly traceable 
to the individual efforts of execu- 
tives and those which may be char- 
acterized as constituting an earned 
increment belonging to the corpora- 
tion itself. The establishment of 
such a line, especially if conserva- 
tively drawn, may conceivably in- 
duce recognition of the validity of 
an executive compensation plan as 
a whole, whereas its absence may 
readily be seized upon to condemn 
the plan as having been drawn 
solely in the interest of its bene- 
ficiaries, without regard for the 
legitimate rights of ownership. 

Principle 9: A retirement annu- 
ity in effect constitutes a deferred 
phase of compensation, and should 
be regarded as a legitimate element 
of any plan seeking to express sub- 
stantial recognition of the obliga- 
tions of a corporation toward its 
executives. 

Taking a restricted view of the 
question of retirement, in order to 
avoid the necessity of entering into 
a discussion of certain legal phases 
involved, it may be asserted that, 
without regard for complicated tax 
questions and purely in recognition 
of the wisdom of such a step, a 
corporation may elect to defer part 
of the compensation of executives 
until such time as, because of the 
age factor, they are ready to retire 
from active service. Retirement 
annuities, purchased on the instal- 
ment plan and with or without par- 
ticipation by executives in the cost 
thereof. furnish a practical means 
of achieving the objective indi- 
cated. 


Stability of Service 


In a larger sense, such annuities 
make it possible for the corpora- 
tion to insure stability of service, 
promote a feeling of reasonable 
economic security among execu- 
tives, keep superannuated individ- 
uals from blocking the path to pro- 
motion of younger men, and pro- 
vide at reasonable cost other bene- 
fits that appeal on the score of 
their incentive values. As an im- 
portant element in a constructive 
plan of executive compensation, re- 
tirement annuities are finding 


wider acceptance with the passage 
of time. 


Principle 10: Standards of ac- 
complishment should be adjusted 
from time to time in line with 
changing conditions and improve- 
ments in organization, procedure 
and other factors of vital impor- 
tance. 

Executive compensation ‘plans 
must be flexible; they should never 
be rigid. One test of the soundness 
of a plan is its adaptability to 
changing conditions. Observance 
of this principle is essential so that 
the tasks of executives may avoid 
the extremes of excessive difficulty 
and comparative ease of accom- 
plishment. What should be striven 
for may best be expressed in the 
injunction: set a stiff task for a 
good man, and reward him well for 
its accomplishment. This principle. 
moreover, takes account of the 
point previously made, that owner- 
ship is entitled in the long run to 
at least a part of the result of the 
increment of skill and exverience 
which normally occurs under con- 
ditions of progressive development. 


Measurement of Accomplishment 


Study of the ten principles set 
forth will reveal that success in 
their application is predicated 
upon the measurement of execu- 
tive accomplishment. This subject 
was considered at length in the sec- 
ond article of this series, and some 
of the difficulties that attend the 
utilization of the measuring proc- 
ess were pointed out and discussed. 
Measurement in the field -of man- 
agement has as yet been accorded 
relatively little attention, a fact 
which anvears all the more aston- 
ishing when ene considers the far- 
reaching implications of the proh- 
lem. It constitutes a challenve that 
should be accepted by the best 
managerial talent, for it is inti- 
mately bound up with many basic 
functions and activities of manage- 
ment, such as the perfecting of or- 
ganization. the motivation of per- 
sonnel, and the application of bud- 
getary procedure. One of the chief 
purposes of measurement may be 
said to be the stimulation of execu- 
tive effort. This is achieved not 
only directly. as a result of mea- 
surement and its seauel. the setting 
of standards, but also throuch the 
provision of a sound basis on 
which to devise a fair and en- 
couraging plan of executive com- 
pensation. 

That executive accomplishment 
can be measured admits of little 
cuestion. It is just as subject to 
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Tomorrow morning 
look TWICE! 


When you shave tomorrow 
morning, take another look at the 
man in the mirror. 


Ask him if he is buying all the 
War Bonds he can, inquire whether 
he is giving blood to the Red Cross 
as well as money, and find out if 
he’s doing everything he can to 
help win the war. 


If you think he is, remind him 
that the next best thing is to work 
hard at his own job. For life 
underwriters can help win the 
peace by persuading people on the 
home front to buy their post-war 
security now. 


New England Mutual’s Career 
Underwriters have already taken 
this advice to heart. In 1943, a 
30% smaller field force paid for 
22% more business than in the 
previous year. This, to quote from 
the annual report, was “an average 
individual production unquestion- 
ably the highest in Company 
history.” 


New England 
Mutual 


Ly Insurance Company 


THE FIRST MUTUAL LIFE INSURANCE 
COMPANY CHARTERED IN AMERICA ~ 1835 
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the application of the techniques of 
measurement as is the accomplish- 
ment of employees of the rank and 
file. To be sure, such measurement 
implies a certain stability (not to 
say standardization) of the condi- 
tions surrounding the performance 
of executives, but we must here as- 
sume that we are dealing with 
situations which either have al- 
ready reached acceptable levels of 
managerial effectiveness, or else 
can be concurrently raised to them. 
The introduction of a plan of com- 
pensation for executives which will 
provide the desirable incentive to 
increased accomplishment, is one of 
the finer developments of the art 
of management; it cannot be ex- 
pected to flourish if superimposed 
upon a chaotic structure. 


Establishing Measurement 


Measurement requires the deter- 
mination of criteria and units of 
accomplishment. For any given 
executive position or group of posi- 
tions, such criteria and units are 
readily established through analy- 
sis of the tasks and their bearing 
on the objectives of the business. 
For example, the principal criter- 
ion of accomplishment of the gen- 
eral officers of a business would be 
net profit earned. Divisional ex- 
ecutives would be judged by divi- 
sional operating results, as ex- 
pressed in profits; departmental 
executives by volume of activity, 
unit cost of operation, or, if pos- 
sible, effect upon departmental 
profit, and so on down the line. 

In the determination of the cri- 
teria, care must be exercised to ex- 
clude from consideration all factors 
whose influence on results is def- 
initely beyond the control of the 
responsible executive. If, for in- 
stance, a company policy stands in 
the way of an executive’s freedom 
of action with respect to the opera- 
tion of his department, due allow- 
ance should be made for that fact; 
if a department is burdened by non- 
productive charges, such as unused 
plant capacity or equipment, these 
should be eliminated from consid- 
eration in judging departmental 
results. 

In establishing the criteria of 
measurement of accomplishment, 
some provision should be made for 
taking account of achievement with 
respect to organizational factors 
that cannot be directly measured, 
such as development of subordi- 
nates, cooperation with other units 
of the institution, improvement of 
customer relations, etc. While ac- 
complishment in these _ respects 
must still be evaluated by appraisal, 


it is entirely possible to arrive at 
an impartial rating of the effective- 
ness of an executive with regard 
to them, and to combine that rat- 
ing properly with his attainment in 
relation to the measurable criteria. 
The importance of recognizing such 
factors should be stressed as a con- 
trol against excesses that might 
otherwise accompany the effort to 
make a _ showing, possibly only 
temporary, with respect to the 
more tangible results. 

Once the criteria have been se- 
lected for the various positions, 
they are apt to remain permanently 
valid; at least, they will remain so 
as long as the objectives of the 
business do not undergo a radical 
change. Standards of measurement 
are another matter. These have to 
be adjusted from period to period 
in accordance with changing con- 
ditions and trends. Establishment 
of standards should always be ef- 
fected in advance of the period to 
which they relate, and concurrence 
of the executives in the goals set 
should be secured. Standards 
throughout the organization should, 
of course, be coordinated and inte- 
grated with the budget. 

Only performance in excess of 
the standards is subject to extra 
compensation. It is, therefore, a 
matter of fine adjustment to deter- 
mine the exact point at which a 
standard should be fixed. It should, 
on the one hand, avoid being so 
high that its attainment is barely 
possible; that would unduly dis- 
courage endeavor. On the other 
hand, it should not be so low that 
it can be exceeded with only normal 
expenditure of effort, for that 
would vitiate the very incentive it 
is designed to provide. It should 
be established as closely as possible 
to the point of performance which 
reasonable capacity and industry 
may be expected to attain, and 
should leave a margin for reward- 
ing the demonstration of unusual 
ability or effort in surpassing the 
goal. 

Summarizing these brief refer- 
ences to the problem of measure- 
ment of accomplishment, it may be 
stated that the following are among 
the important points to bear in 
mind when attempting to fix stand- 
ards governing performance of ex- 
ecutive functions: 


1. The criteria selected should rep- 
resent vital elements of opera- 
tion, such as net sales or net 
profits, or, in non-selling depart- 
ments, unit cost of operation; 

2. The standards should be estab- 
lished at a point within the pos- 
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sibility of attainment through 

the exertion of conscientious ef- 

fort by thoroughly qualified ex- 
ecutives ; 

3. They should leave room for the 
accomplishment of super-stand- 
ard results through the exercise 
of unusual skill, foresight, indus- 
try, etc.; 

. They should be in harmony with 

the objectives of the business as 
expressed in the budget. 
In any institution where scientif- 
ically worked out standards of per- 
formance are applied for the first 
time, comparison of the past per- 
formance of executives and their 
compensation with the standards 
set is likely to prove a revelation. 
It is a common experience to find 
that there has been little or no con- 
nection between accomplishment 
and compensation, but that the 
highest return has been going to 
the executive with, say, the largest 
department, regardless of its profit- 
making possibilities for the organ- 
ization. Seniority of service, tra- 
ditional but no longer valid concep- 
tions of the relative importance of 
departments, personal characteris- 
tics or relations, and favoritism, 
constitute other frequently encoun- 
tered factors in the determination 
of executive compensation where 
performance is not measured and 
standards have not been set. 


oe 


Essential Factors 


From the psychological view- 
point, cognizance should be taken 
of attitudes which have a vital 
bearing upon attainment of the ob- 
jective underlying measurement of 


the accomplishment of executives.. 


Experience indicates that individ- 
uals of high rank in an organiza- 
tion not infrequently oppose the 
idea of measurement and advance 
a variety of reasons in support of 
their stand. Ignoring the fact that 
such reasons, in part at least, are 
found upon analysis to be specious 
and insincere, it is essential to 
point out the existence of a strong 
personal reluctance to subjection to 
processes of measurement. Appar- 
ently this is based upon the belief 
that the diverse nature of the re- 
sponsibilities and duties performed 
defies processes of measurement, 
and that, therefore, the results of 
any attempt to measure accomplish- 
ment are bound to be negative and 
misleading. 

The trouble with such individuals 
seems to be that, apart from being 
myopic with regard to fundamen- 
tals of management, they allow 
themselves to become the victims of 
personal pride. Moreover, fear of 


the resuits of measurement may 
Piaay a part in leading them to de- 
precate its value. instances or this 
character, when ciearly recogniz- 
able, are sooner or later amenable 
to correction through educational 
measures. The greatest difficulty 
arises from antagonism not openly 
manifested, but disguised in a 
species of lip service that cannot 
readily be appraised at its true 
significance. When the covert type 
of resistance finally reveals itself, 
appropriate means for dealing with 
the individual case have to be de- 
vised. Often, however, it remains 
for a demonstration of the values 
realized from the adoption of new 
principles and techniques to over- 
come such opposition. 
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Obstacles to Successful 
Administration 


lt is not unusual im connection 
with the operation of executive 
compensation pans to encounter 
certain obstacles to successful ad- 
ministration. Accordingly, it is ap- 
propriate, as a precautionary mea- 
sure, to stress the need for careful 
control over the basic provisions of 
any plan adopted, lest negative in- 
fluences undermine their inherent 
values. The following specific draw- 
backs are cited as typical: 

1. Inequalities in base salaries 
tend to offset the benefits of even a 
liberal plan of extra compensation. 

It cannot be too often repeated 
that, primarily, executives are in- 
terested in properly established 
base salaries. They feel keenly any 
existing inequalities and, until 
these are removed, they do not, as 
a rule, react wholeheartedly to the 
incentive normally furnished by 
extra compensation. Therefore, it is 
best not to attempt to introduce any 
extra compensation feature until 
assurance is had that base salaries 
have been equitably established in 
line with the duties and responsi- 
bilities of the executive tasks and 
with the personal, educational, tech- 
nical, and experimental qualifica- 
tions required in their incumbents. 
Similarly, any adjustments made in 
base salary payments during the 
life of an extra compensation plan 
should be carefully weighed in the 
light of the extra compensation fea- 
ture, and should not be permitted 
to distort the picture and thus to 
jeopardize realization of the essen- 
tial incentive values. 


2. Absence of definite standards 
of measurement tends to produce 
an increasingly high correlation be- 
tween base salary and variable ele- 
ments of extra compensation. 

Because of the difficulty of devis- 
ing definite standards of measure- 
ment, those charged with the de- 
termination of individual awards of 
extra compensation often allow 
themselves, consciously or uncon- 
sciously, to be influenced by base 
salary payments. This trend was 
particularly marked in the appor- 
tionment to individual executives 
of shares in the management fund 
maintained by one of the principal 
banking institutions in New York 
which, some years ago, became in- 
volved in costly litigation with min- 
ority stockholders who protested 
against the compensation practices 
followed. 

As far as the facts complained 
about are germane to this discus- 
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sion, they may be summarized in 
the statement that several of the 
principal officers of the bank, whose 
salaries were far and away greater 
than those of the other participants 
in the management fund, consist- 
ently received the lion’s share of 
that fund. This was not directly or 
demonstrably due to their superior 
influence over the operating accom- 
plishment of the bank, but was 
largely a reflection of the relative 
levels of the salaries pertaining to 
their positions. Such a situation is 
bound to create dissatisfaction on 
the part of those who have reason 
to regard their own contributions 
to the success of the institution as 
approximating in importance and 
value those of some of their more 
highly salaried associates. 

3. Participation in extra com- 
pensation plans of individuals 
whose responsibilities and duties 
are without measurable effect upon 
profit or performance, militates 
against the general incentive value 
of such plans. 

It is just as important to deter- 
mine who should be excluded from 
the benefits of an extra compensa- 
tion plan as it is to decide who 
should be among the participants. 
The classification of executive posi- 
tions into levels of importance con- 
stitutes a means of determining 
which members of the organization 
are definitely in a position to in- 
fluence accomplishment and of de- 
fining the scope and extent of such 
influence. The narticivation of each 
class of executive in extra compen- 
sation should be based directly upon 
the extent to which profits or per- 
performance can be influenced, and 
those found to exercise no avvreci- 
able effect should be rigidly ex- 
cluded. Otherwise the incentive 
value of extra compensation is cor- 
respondingly diminished. 

4. Artificial depression of base 
salary levels tends to reduce greatly 
the incentive value of extra com- 
pensation plans. 

Only too frequently in connection 
with the maintenance of extra com- 
pensation plans, a tendency de- 
velops to reduce base salary levels 
and, especially, to induce individ- 
uals to accept employment at less 
than adequate salaries on the plea’ 
that extra compensation will be 
paid. This practice is vicious and 
cannot be too strongly condemned. 
Base salaries should always be de- 
termined in conformity with the 
relative degrees of importance of 
the responsibilities and duties en- 
tailed in the positions. Moreover, 
thev should be reasonably sufficient 
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in the light of appropriate stand- 
ards of living and of salaries nor- 
mally paid for comparable positions 
in the same organization, com- 
munity and industry. Payment of 
extra compensation should not be 
permitted to operate against the 
maintenance of adequate standards 
of base salary. 

5. Uniform distribution of extra 
compensation in line with base 
salaries usually nullifies the incen- 
tive value of the former. 

This occurs because, as a rule, 
executives are intelligent enough to 
recognize that individual differ- 
ences in performance will persist 
under any plan of compensation 
that can be devised. Therefore, they 
derive no incentive from the appli- 


‘cation of a uniform rate in the dis- 


tribution of extra compensation. 
Such a situation is most unfortun- 
ate, for it fails utterly to exploit 
the values that would otherwise 
attach to the expenditure of the 
extra compensation fund. 

6. To defer the payment of extra 
compensation well beyond the pe- 
riod durina which it was earned, 
often results in failure to capitalize 
its incentive attributes. 


Time Element 


It is obvious that the incentive 
value diminishes with the lapse of 
time between accomplishment and 
reward; hence, it is important to 
adjust the time element so as to 
secure the maximum benefit. In 
organizations where budgetary pro- 
cedure is in effect (many have not 
as yet begun to utilize this indis- 
vensable instrument of control), it 
is desirable to calculate extra com- 
pensation earnings for each budget- 
ary period. In general, payments 
should be made more often than 
once a year—semi-annually or 
quarterly. perhaps. Whatever fre- 
quency of distribution is estab- 
lished. promptness in making vay- 
ment following the close of the ac- 
counting period increases the satis- 
faction with which it is received 
and correspondingly enhances the 
incentive afforded. 

7. Since the purpose of extra 
compensation is to furnish an in- 
centive to increased accomoplish- 
ment, the depression of payments 
on this score to amounts below ade- 
quate incentive levels onerates di- 
rectly against attainment of the 
objective. 

One of the most formidable ob- 
stacles to the successful adminis- 
tration of extra compensation plans 
derives from the fact that the bene- 
ficiaries usually include some, if 


not all, of the executives charged 
with responsibility for reaching 
conclusions regarding underlying 
principles and policies and for in- 
terpreting specific provisions as ap- 
plied to individual cases. It is per- 
haps asking too much of human 
beings whose viewpoints are often 
dominated by considerations of 
ownership and control, to view dis- 
passionately the operation of a com- 
pensation plan that seemingly di- 
minishes the shares in the final 
product to which they regard them- 
selves as properly entitled. 

At the root of the difficulty lies 
an unwillingness or inability to 
appreciate the fact that effective 
capitalization of the _ incentive 
values made available should result 
in the production of greatly en- 
hanced operating results. These, in 
turn, even though reduced by pay- 
ments made to the members of the 
plan, provide to ownership and con- 
trol returns in excess of those for- 
merly enjoyed. There is, therefore. 
every reason for the development 
of a’ sense of lively satisfaction, 
rather than of an attitude of ques- 
tioning the title of members of the 
plan to equitable participation in 
its benefits. 

If in the distribution of such 
benefits attempts are made to vary, 
or indeed to restrict, individual ap- 
portionments on the specious plea 
that adherence to established pro- 
visions would cause overpayments 
or other inequalities, there need be 
no cause for astonishment when 
faith in the purposes and objectives 
of the plan becomes rudely shat- 
tered. Doubtless any plan adopted 
will have to pass through a period 
of experimentation before _ it 
reaches a stage of substantially 
complete adaptation to the varied 
interests at stake. But, when at- 
tempting to stimulate able, con- 
scientious and ambitious members 
of the managerial group to achieve 
higher levels of accomplishment, it 
is running the risk of frustration 
to ignore the truth of the old in- 
junction against changing the rules 
while playing the game. 


Certain Other Aspects of the 
Problem 


Long observation and study of 
the problem of executive compensa- 
tion justifies the conviction that 
present-day practices, while sub- 
stantially improved over those of a 
generation ago, still fail to reveal 
adequate understanding and ac- 
ceptance of underlying principles. 
The old-time bargaining process re- 
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mains much in evidence; faulty, if 
not bungling, techniques of admin- 
istration continue to be employed, 
and opportunities for ertectively 
capitalizing incentive values are 
relatively little appreciated. In 
short, it is fair to summarize con- 
ditions in the statement that as yet 
they give no assurance of the early 
establishment of a_ well-rounded 
and carefully integrated philosophy 
in a field fraught with utmost con- 
sequence to the realization of en- 
during economic and social aims. 

It is to be greatly regretted that 
this is the case, for as long as busi- 
ness continues to deal with execu- 
tive compensation in a manner 
raising the presumption that ap- 
proach to the solution of the prob- 
lems presented will be governed by 
dictates of expediency rather than 
the operation of correct principles, 
it will have only itself to blame if 
the door is left open to criticism 
and more virulent forms of attack. 
Though the whole structure may be 
vulnerable, it may be assumed that 
payments to individuals occupying 
the highest positions will be singled 
out for particular condemnation. It 
is difficult to see how an institution 
can lay itself open to such a hazard 
when, by subjecting its executive 
compensation practices to the in- 
fluence of sound principles, a favor- 
able appeal can be made to all par- 
ties in interest, i.e., ownership, the 
executives directly affected. the 
rank and file of employes, and the 
public. 


Public Relations 

Limiting the discussion for the 
moment to the single aspect of pub- 
lic relations, it is well to bear in 
mind that human nature is prone 
to condemn what it does not under- 
stand. This contingency must con- 
stantly be taken into account in 
appraising possible repercussions 
upon institutional policies and prac- 
tices, whether relating to executive 
compensation or to other manage- 
ment problems, when the public is 
kept purposely or unwittingly in 
ignorance of the facts. It would 
seem, therefore, that adverse criti- 
cism could be prevented. and ulti- 
mately favorable reactions pro- 
duced, if more corporations would 
adopt the practice of including 
recularly in their annual reports 
enlightening facts concerning the 
compensation of their executives. 

Institutions such as the General 
Motors Corporation have endeav- 
ored for some vears to achieve this 
patently desirable objective through 
the presentation of comprehensive 
statements, fortified with pertinent 


stauistics concerning “executive 
management compensation” and 
the yardsticks used to determine 
its reasonableness. In the life in- 
surance field, some of the more pro- 
gressive companies are attracting 
favorable comment by reason of the 
intelligent and revealing manner in 
which they are beginning to supply 
the public, through the medium of 
annual reports, with facts relating 
to the costs of operation, including 
the compensation of executives. 

It is not necessary in appraising 
the harmful effects attendant upon 
surrounding policies and practices 
of executive compensation with an 
atmosphere of secrecy, to go far 
afield. Like charity, they begin at 
home. In many institutions the 
subject of executive compensation 
is dealt with in so clandestine a 
manner that the attitude of indi- 
viduals on various levels of au- 
thority is adversely affected, morale 
is weakened and incentive values 
are dissipated. That those charged 
with the responsibilities of admin- 
istration permit such conditions to 
exist may be construed as either a 
confession of inability to solve the 
problem, or a willingness to sacri- 
fice important values by apvlying 
undemocratic means to the attain- 
ment of institutional objectives. 

In the final analysis, a plan of ex- 
ecutive compensation, however well 
devised and sympathetically admin- 
istered, cannot be expected to fur- 
ther accomplishment unless it takes 
cognizance of certain limitations 
surrounding human capacity and 
the circumstances under which the 
executive task is performed. A few 
of the more important of such limi- 
tations are briefly set forth below: 

1. As institutions grow larger, 
the period required to reach the 
more important executive posi- 
tions through promotion tends to 
lengthen; hence. the average age of 
induction to such positions is bound 
to be more advanced than formerly. 
Under such circumstances, points 
of view established in the lower 
positions. which are usually func- 
tionalized in character, assume a 
degree of crvstallization which is 
apt to stand in opposition to ma- 
terial enlargement of attained in- 
tellectual canacities. 

2. Executives who have demon- 
strated their ability to perform 
effectively as seconds in command, 
do not ipso facto qualify for posi- 
tions in which the power of deci- 
sion rests chiefly, if not exclusively, 
in their hands. Many a good sec- 
ond has become a voor first. largely 
because of temneramental infirmi- 
ties, such as inability to decide 


promptly or unwillingness tu exer- 
cise direction. 

3. Leadership is a peculiarly per- 
sonal attribute whose scope and 
spontaneity are defined by tne emo- 
tional, intellectuai and spiritual at- 
tributes of the individual executive. 
It is not the exclusive possession 
of any particular group, although 
the highest executives are held to 
the strictest accountability for its 
effective demonstration. Leaders 
are both born and made, and it is 
of great consequence to the develop- 
ment of capacity along these lines 
to recognize that some types of ex- 
ecutive work tend to obstruct, 
others to promote, its fruition. 

4. Finally, interpretation of the 
record of performance is usually 
based largely upon profit or loss 
accomplishment, and this factor, 
in its larger aspects at least, is 
so complicated by the interplay of 
forces of controllable and uncon- 
trollable character, that it requires 
the closest kind of reasoning and 
knowledge of the facts to determine 
the degree of responsibility at- 
tributable to the executive. 

From some viewpoints, solution 
of the problem of executive com- 
pensation may be regarded as of 
the greatest possible significance to 
the success of a business institu- 
tion. Motivation of the personnel 
must begin at the top; leadership 
is obliged to express itself through 
organization channels. Therefore. 
unless members of the managerial 
group, the key men of the institu- 
tion, are provided with adequate 
incentives to accomplishment, it 
cannot be expected that either their 
performance or their influence upon 
subordinates will contribute in the 
highest degree to the progress of 
the enterprise. 


Foreign-Born Population 
Seen Dwindling Away 


If present immigration restric- 
tions continue, statisticians of the 
Metropolitan Life Insurance Com- 
pany foresee the foreign-born pop- 
ulation of the country reduced to 
2,000,000 by 1980. This estimated 
total for 1980 will constitute about 
1% per cent of the white popula- 
tion and represent a drop of about 
12.000.000 from the peak number 
of 14,000.000 foreign-born reached 
in 1930. Ten years after this peak 
—in 1940—the number had fallen 
to 11,500,000, or approximately one 
tenth of the white population. 
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W. H. CROWLEY 


“Either we shall have a $140 bil- 
lion annual national income or else 
we shall have one or more of the 
following conditions—mass unem- 
ployment, a work week less than a 
40-hour average or a price level 
lower than it is today,’ Beardsley 
Ruml, treasurer of R. H. Macy & 
Co., declared in an address before 
the Seminar on Current Economic 
and Social Trends at the Waldorf 
Astoria, sponsored by New York 
Chapter, Chartered Life Under- 
writers. 

The speaker said he did not pre- 
dict the national income would hold 
to such a high level though he felt 
certain it was attainable. He held 
that mass unemployment would be 
the most likely consequence if na- 
tional income fell below $140 bil- 
lions, adding, “We can have ac- 
ceptable economic and social condi- 
tions in this country only under a 
higher level of prosperity than we 
have ever known. 

“If we are to realize our post- 
war production and emvloyment 
possibilities, we must clear up a 
few basic points. First of all, we 
must settle our methods and broad 
policies of war contract settlement, 
war plant disposal. and liquidation 
of surplus materials along the lines 
of the Baruch-Hancock report. And 
we must go beyond this. There are 
four questions affecting fiscal pol- 
icy that need to be answered before 
detailed thought can be given to 
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NATIONALLY PROMINENT 


SPEAKERS ADDRESS 
N.Y. C.L.Us 


Current economic and social trends 
discussed at fourth annual seminar 
under the auspices of the New York 
Chapter of the American Society of 
Chartered Life Underwriters, with 
emphasis on post war problems 


the problems ahead. What about 
taxes in the post war years? What 
about the national debt? What can 
be expected from public works? 
What about social security? 

“The underlying principles in- 
volved in these questions seem to 
me fairly clear. With respect to 
taxes, let us reduce tax rates to 
balance the budget at high employ- 
ment. With respect to the national 
debt, let us agree that principle and 
interest will be met in full as they 
become due, and in planning to re- 
duce the debt, let us be sure that 
the measures taken are consistent 
with the prior requirement of main- 
taining high production and high 
employment. 

“With respect to public works, 
let us plan our public works to help 
stabilize the construction industry, 
and not attempt to use them to 
smooth out the whole business 
cycle. 

“And as to social security, what- 
ever our national program of bene- 
fits, let us neutralize these pro- 
grams as far as their fiscal effects 
are concerned. Let us stop the 
folly of building reserves at times 
of mass unemployment. 

“If we can agree on these prin- 
ciples, there is plenty of contro- 
versy left in how they should te ap- 
plied. And we still need reorgani- 
zation in the legislative and execu- 
tive branches to get clarity of pol- 
icy, consistency in administration, 


and cooperation in the pursuit of a 
constructive and realistic national 
fiscal program. It is time to stop 
dreaming about spending our way 
into prosperity or balancing the 
budget at times of mass unemploy- 
ment. 


National Income 


National income can be held to a 
$135 billion level and a post-war de- 
pression avoided only if aggressive 
selling is employed to create con- 
sumer appetites, Walter D. Fuller, 
president of the Curtis Publishing 
Co. said in his address before the 
C.L.U. Seminar on Current Eco- 
nomic and Social Trends in New 
York. 

“There is only one way to get a 
national income of $135 billions or 
more after the war,” he said. “Na- 
tional income doesn’t grow on trees. 
It isn’t manna from heaven. It 
grows on salesmen’s order books. 
You don’t have sales because you 
have national income—you have 
national income because you have 
sales. 

“National income is the measur- 
ing rod of our sales effort. It can 
be high, as it must be if we are 
going to escape depression—or it 
ean be low, as in the years of the 
thirties when selling was our idle 
opportunity—but high or low, na- 
tional income is simply the figure 
that selling effort rings up on the 
American cash register. 
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DANNA G. MUNRO 


“But with a backlog of about 
$100 billions of purchasing power 
and tremendous unfilled wants and 
needs of the American people, won’t 
sales just naturally be high? Some 
very sincere people ask that ques- 
tion. Such complacency about sales 
effort needlessly prolonged the last 
depression. It is far more danger- 
ous now. Our whole selling effort 
—our Amer:can incentive system— 
is at stake this time. The American 
people will not be complacent about 
another disappointment. 

“Pump priming, you remember, 





WALTER D. FULLER 


was a theory of getting purchasing 
power into the hands of the public. 
But after the war the public won’t 
need purchasing power or pump 
priming. People will need jobs in 
order to have the confidence to buy 
what they want and need and make 
the wheels go round. 

“If it is up to the government to 
provide some form of relief, the 
pattern the next time well may be 
productive employment in social- 
ized, non-profit government shops, 
housed in the war _ production 
plants built with $16 billions of the 
people’s money. The temptation 
may be too great for any adminis- 
tration to resist if the post-war 
selling job is inadequate to turn 
purchasing power into markets and 
jobs and payrolls.” 


- Consumer Demand 


Mr. Fuller warned against the 
assumption that there will be an 
insistent and insatiable demand for 
eonsumer goods after the war. He 
said a survey by the National Plan- 
ning Association among holders of 
war bonds, disclosed only 11 per 
cent said they would go out and 
spend right away while 73 per cent 
said they would save for a while. 

American people in these days, 
he said, “are getting lessons in 
thrift and conservation which may 
stay with them a long time. A great 
many people have accumulated a 
money reserve for the first time in 
their lives in this era of high wages 
and liberal overtime. 

“Post-war planning by business 
is not something new. Businessmen 
have been planning ahead all their 
lives. Post-war planning is just 
good, old-fashioned business plan- 
ning applied to a particular period. 
That period calls for more aggres- 
sive planning than ever before. We 
shall succeed with the vision which 
sees sales opportunities, chances for 
market expansion, better distribu- 
tion methods, and needs for new 
products where they have been un- 
developed before. 

“That is all there is to it. It is 
all there is to most of the problems 
of the post-war world. If we do the 
selling job there will be employ- 
ment and payrolls. If we do the 
selling job, there easily can be a 
national income of $135 billions or 
more. If we do a selling job, we 
will have the cooperative aid and 
encouragement of Congress and of 
Agriculture and of Labor towards 
the removal of any handicaps which 
stand between the American people 
and prosperity. Worries about our 
gigantic national debt, the high 
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level of taxation and the threat of 
state capitalism can be swept away 
with such encouragement and with 
orders for American industry and 
customers at the counters of Amer- 
ican stores.” 


Peace Machinery 


“Peace machinery and political 
cooperation will be of little value 
in the post-war world unless the 
unrest and the international ten- 
sions caused by poverty and dis- 
content can be kept within bounds,”’ 
declared Dana G. Munro, director 
of the School of Public and Inter- 
national Affairs at Princeton Uni- 
versity in his talk to the New York 
Chartered Life Underwriters. 

“With our modern technology 
and our modern transportation 
facilities it would clearly be physi- 
cally possible to give the people of 
the world a higher standard of liv- 
ing if we could only organize our- 
selves to do so. Unfortunately, we 
are not so far advanced in our abil- 
ity to deal with political and eco- 
nomic problems as we are in our 
ability to deal with technological 
and scientific problems and the task 
of organizing ourselves to achieve 
what we want is a formidable one. 

“Social forces—nationalism, pop- 
ular ignorance, inherited prejudices 
and the organized greed of pressure 
groups—are far harder to deal 
with. There will be differences of 
opinion as to the extent of the sac- 
rifices which the statesmen of any 
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nation should or will dare to ask 
their own people to make for the 
general good, and this will be espe- 
cially true in the United States be- 
cause we shall evidently be expected 
to make the biggest sacrifices. We 
may expect such questions to he de- 
bated with a good deal of generous 
but impractical emotionalism at one 
extreme and hard-headed but short- 
sighted selfishness at the other.” 

Mr. Munro said that the obvious 
solution to the special problems pre- 
sented by the one-crop economies 
of many of the Latin American 
countries “would be through a di- 
versification of production on the 
one hand and through industrializa- 
tion on the other. Neither of these, 
however, is an easy or entirely ade- 
quate solution. Diversification often 
involves a heavy loss of capital in- 
vested in plantations and machin- 
ery and it is hard to find new crops 
which offer a reasonable assurance 
of a profit. 


Limited Possibilities 


“Industrialization offers limited 
possibilities because the Latin 
American countries do not have the 
natural resources necessary for the 
economical establishment of heavy 
industries or the markets necessary 
for mass production. Nevertheless, 
a good deal of progress has already 
been made in developing new agri- 
cultural products and consumer 
goods industries, and the more pro- 
gressive of the Latin American 
goverments clearly intend to go 
farther along both lines. 

“One obvious way that we can 
help in developing markets for new 
products is through the adjustment 
of our own tariff and trade policies 
to encourage imports of Latin 
American products into the United 
States or even perhaps to facilitate 
their purchase by other countries. 
We shall run into complications 
when we attempt to do this because 
these products will compete in 
many cases with our own products 
or with those of other regions 
which we shall also want to see re- 
habilitated.” 

In addition to more helpful ‘trade 
policies, Mr. Munro said capital as- 
sistance for new roads, railroads. 
port improvements, machinery and 
other facilities would be required. 
He held that a rebirth of mutual 
confidence between government and 
government and also between gov- 
ernments and citizens of other na- 
tions will be necessary before pri- 
vate investments abroad will again 
become possible. 

“When victory comes we shall 
not be able to maintain our Ameri- 
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can institutions if we allow our 
young men and women to be under- 
educated in their deep understand- 
ing of the sources of our national 
spirit and in their spiritual dedica- 
tion to carry on the American ex- 
periment in democratic living,” de- 
clared W. H. Cowley, president of 
Hamilton College, before the C.L.U. 
Seminar at the Waldorf- Astoria in 
New York. 

Pleading for a iieiiineitia of 
the American educational system 
he said that “unquestionably the 
impact of the war upon our youth 
has already brought many of them 
to a new understanding of the re- 
sponsibilities that we Americans 
must shoulder if our world is not 
to come tumbling down about our 
feet. The war has produced a new 
leaven. Whether it will be ade- 
quate to the huge lumps of dough 
that must be made into the bread 
of a finer life remains to be seen.” 

Going back to the cause of the 
change in educational principles 
the speaker said that “the ten 
thousand Americans who between 
1850 and 1914 returned from 
Europe with German  Ph.D’s 
brought back with them something 
else besides pre-eminent skill as 
specialists. They brought intel- 
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lectualism, and they saddled it upon 
the American college. 

“German universities, after the 
crushing defeat that Napoleon ad- 
ministered to their fatherland early 
in the century, threw overboard all 
interest in students as individuals, 
They sought to raise a race of in- 
tellectual supermen, and they con- 
sciously concentrated all their ener- 
gies upon the minds of students. 
What a student did between the 
time he matriculated and the time 
he took his examinations, no 
one in German universities knew or 
cared. Where he lived, the condi- 
tions of his health, his social life, 
his physical and spiritual growth— 
these were of no interest to the 
German academic authorities. They 
considered their job to be the train- 
ing of superior minds and they 
conducted their universities as if 
nothing else counted. 


Doctrine of Intellectualism 


“This is the doctrine of intel- 
lectualism that German - trained 
professors brought back to the 
United States, that they foisted 
upon the American college, that 
they promoted until we tossed into 
the discard the tradition of whole- 
ness and completeness that Anglo- 
Saxon educators had cherished for 
centuries. Germany has made a 
huge contribution to the intellectual 
education of America, but for this 
help we paid a staggering price. 

“Impelled by German examples 
we have stressed the training of 
the minds of students, and we have 
fallen into the calamitous error of 
assuming that the intellect domi- 
nates life, that the intellect is our 
chief personal and social instru- 
ment, that the intellect is the only 
concern of education.” 

American businessmen, Dr. Cow- 
ley declared, have recognized the 
undermining of education brought 
about by fragmentation of the 
curriculum,  intellectualism and 
social irresponsibility. He quoted 
results of a conference conducted 
by the American Council on Educa- 
tional four years ago with repre- 
sentatives of 19 leading corpora- 
tions to discover “the kind of men 
busines wants colleges and univer- 
sities to produce.” 

In the order of their importance, 
he said, the qualities most desired 
were: 1, character; 2, ability to 
work hard and like it; 3, initiative; 
4, mental alertness; 5, judgment; 6, 
ability to get along with people; 7, 
health; 8, well-groomed appearance 
and good manners; 9, ambition and 
drive; 10, social and community re- 
sponsibility. 
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INVESTMENT OUTLOOK 


Policy of caution should govern 
commitments for post war period 


ANY articles have been writ- 
M ten and much discussion 

carried on as to the post- 
war period and its influence on in- 
vestment values. 

There are a few definite facts 
which are worth considering — be- 
fore arriving at too positive a posi- 
tion on the subject. In the first 
place, the inflation potential is un- 
doubtedly very large but does this 
mean investment values will im- 
prove? 

Presumably, the common stock of 
a well managed company is valued 
because of the management’s ability 
to keep the concern in good run- 
ning order and produce for stock- 
holders a reasonable return on the 
money invested in the business. 
This may sound old-fashioned, but 
is still a safe ground on which to 
build investment values, particu- 
larly during periods of speculative 
excitement when ail values are con- 
sidered obsolete and rather annoy- 
ing. 

Governing Factors 


To produce business at a profit 
there must be a demand for the 
product, and that demand must be 
sufficient to overcome both in- 
creased costs and high taxes. Both 
of these items are very potent fac- 
tors in earning power today. 

The demand is to come from 
civilians who today are receiving 
increased incomes. When the war 
requirements slacken, many of 
these workers will be out of work 
or reduced to regular pay instead 
of overtime pay. Under such con- 
ditions the public is not likely to 
spend its savings, to any extent, 
until there are new jobs available. 
During the transition civilian goods 
in quantity will not be available as 
manufacturers will be converting 
from war work. Inflation will not 
overcome these difficulties although 
it could aggravate them. 

All of which adds up to a period 
when corporations will be faced 
with heavy capital requirements 
and meagre earnings. Dividends 


may be less than today, and under 
inflation more dollars are needed, 
not less. 


By ERVIN L. HALL 


A second consideration is that 
the cost of running our Govern- 
ment is tremendous. Taxes, even 
after the war, to carry the burden, 
must be heavy. In this connection 
the figures used by Prof. Olin Glenn 
Saxon in an article in the Financial 
Chronicle are informative. 


Billions 
Annually 
State and local governments spend.... 9 
Federal ordinary expenditures average 8 
Interest on Postwar Debt (assuming a 
ok ee ere 7 
Estimate (by Vice Pres. Wallace) of 
postwar armed service requireménts.. 20 
Veterans and dependents.............. 1 


45 


Vary the figures and reduce sub- 
stantially the amount for the armed 
services and you still have a heavy 
fixed charge, with no provision for 
amortization of the National Debt. 
Lend-Lease at best is not likely to 
produce more than a few billions 
refund which could be applied to 
reducing the debt. 

If we assume a total of 35 bil- 
lions a year to carry on our vari- 
ous governmental activities, a high 
national income must be realized. 

Twenty-five per cent of the gross 
national income, according to many 
economists, is about the maximum 
that can be taken by a government 
without causing unrest. To pro- 
duce a 35 billion income for the 
government on the basis of a 25 per 
cent gross tax, requires an economy 
operating at the rate of 140 billion 
dollars a year. 

This amount of business may he 
possible but it cannot be developed 
immediately after the war. In the 
interim there will be a heavy drain 
on all taxpayers, and corporations 
will be no exceptions. Bigger and 
better dividends are not paid dur- 
ing such periods. 

Finally, the longer the war lasts 
the more complicated will be the 
adjustment period. No business 
concern, whether manufacturing. 
distributing or a service organiza- 
tion, can immediately start making 
profits, on a peace time basis, at 
the end of hostilities. Organiza- 
tions have been disrupted, and in 
all cases must be revitalized and re- 
equipped to handle demand. 

This adjustment requires time 


and money. The National City 
Bank in its September Bulletin 
shows the effect of the war strain 
on 80 manufacturers of war ma- 
terials. The current position of the 
companies has declined close to the 
accepted 2 to 1 minimum. The 
danger, however, lies in the in- 
crease in Receivables and Inven- 
tories, which items will require 
severe financial adjustments. The 
government can help materially by 
making prompt settlements on war 
contracts, but large funds will be 
needed in any event. Directors may 
be extremely cautious, during such 
a period, in deciding on dividend 
disbursements. 


Summary 


The purchasing power of the dol- 
lar will decline due to the pressure 
of funds in the hands of the public. 
Whether this inflation will be 
gradual and controlled, or uncon- 
trolled and violent, cannot be ascer- 
tained as yet. Unless there is a 
general desire on the part of the 
public to exchange dollars for any- 
thing tangible, the inflation factor 
alone should not cause a stock mar- 
ket boom. A flight from the dollar 
is not in the foreseeable future. 

Then there is the question of 
whether government controls can- 
not at least limit the inflation of 
prices including the price of securi- 
ties. It is politically expedient for 
the Government to control but not 
prevent a gradual rise in prices, 
and controls do not make for in- 
vestment confidence. 

If there is considerable doubt as 
to the potency of inflation on in- 
vestment values, there is reason for 
caution. If the tax burden is con- 
tinued that fact will retard the in- 
flationary forces. Heavy taxes are 
not conducive to large profits and 
this fact also suggests caution 
when buying equities on the basis 
of considerably higher future earn- 
ings and dividends. 

The Reconversion Period will at 
least be disturbing both to Govern- 
ment and the citizenry. Many plans 
will doubtless be offered to hasten 

(Concluded on page 59) 


THE SPECTATOR, May, !944—47 
































8 6 7 


a life insurance company distinguished by 


Since 1 


the character and ability of the men and 
women comprising its field organization... 


and by the integrity of its management. 


Eourrante LIFE OF IOWA 


Founded 1967 
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* Golden Anniversary 1944 * 


50th Year of Service 
in Peace and in War! 


* The State Life Insurance Company 
has paid $144,000,000 to Policyown- 
ers and Beneficiaries since organiza- 
tion September 5, 1894... . The Com- 
pany also holds over $59,000,000 in 
Assets for their benefit... . A total of 
$17,500,000 is invested in War Bonds 
and U. S. Government securities. . . . 
Life Insurance and The State Life 
serve in Peace and in War. 
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THE STATE LIFE 


INSURANCE COMPANY 


Indianapolis, Indiana 
MUTUAL LEGAL RESERVE FOUNDED 1894 
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OW that you are quite definitely out of the age- 
bracket which so often receives letters from the 
President beginning, logically enough, “greetings,” you 
may remember back when you were fourteen or fifteen 
years old and you felt very sorry for the school teacher 
just a little older than you, say twenty-three, who kept 
company with an elderly man of thirty. Maybe you 
felt thirty? Maybe you felt then that the discrepancy 
between fifteen and twenty-three could be compensated 
for by love, perhaps, but the gulf widened perceptibly 
and markedly after age twenty-five. One thing is cer- 
tain, you knew that if you had not achieved fame, for- 
tune and all other desires before passing your thirtieth 
birthday, you would give it all up as a bad job, and con- 
sider yourself a failure. Yes, indeed, and now you 
may be hoping with me that someone will write an- 
other and better book than Life Begins at Forty. 
Obviously, the title will be, You’re Hitting Your Stride 
at Fifty. I'll have to grant you that this is not a very 
smooth introduction to the subject of youth and his 
place as a buyer of life insurance, but it does suggest 
that there are angles to the mind of a youngster which 
must be figured when soliciting him for a policy, and 
these angles never point in the direction of an absolute 
need. The kid may buy because he appreciates the 
sense of covering, just in case, but he knows in his 
heart that he will never actually need the money he 
saves in this transaction. 
* *% * 


ATELY, more than when it was first conceived, there 
has been a lot of discussion among the genera! pub- 








a ¢ PASSING JUDGME 


F a life insurance man established the practice of 

preparing new and elaborate audit books for each 
of his clients each time the cash value is increased, 
we would say he is crazy and no amount of wordy dis- 
sertations on the subject of Service would change our 
minds. Obviously, such a stupid procedure would not 
be justified by pious utterings about one’s obligations 
to his clients. 








& * * 


HILE we know no one who carries his passion 

for Service to such an extreme, we know many 
whose interest in reports and ledger statements arises 
out of weakness rather than strength. The insurance 
man who acts like a draftsman is indulging in the 
ancient art of rationalization. Service, like many ap- 
pealing vices, must -be taken or given in moderation. 


* * * 


HERE are some life insurance men who are in- 

trigued about the prospect of spending a whole day 
at their desks ruling lines and carefully filling in col- 
umns of figures. Strangely enough this work is always 
necessary and is justified by the agent’s obligation to 
his client. It is unfortunate that the client doesn’t 
have such a keen realization of his obligations to his 
agent, for he seldom takes the time to study the mas- 
terpiece that has been prepared for him. 

Could it possibly be true that the agent has more 
fun with his figures than he has making calls? 
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lic—who talk about life insurance matters to me—as 
to the probable effects of extended social security 
on the sale of small policies and on old-age retirement 
insurance, but the aforementioned trait of youth still 
is a governing factor. That is, of course, the great 
human capacity for not worrying about the future. I 
notice that those for whom the social security benefits 
are planned simply do not give a hang about what may 
happen after sixty-five—that is to say, those who can 
still view that age from a comfortable distance. Any- 
thing that involves immediate cash benefits is inter- 
esting, and that angle has had more to do with the 
public interest in campaigns against the established 
order of life insurance operations than anything else. 
Most such interest is based upon the human capacity 
for appreciating immediate cash, and the long-range 
benefits and security are a secondary consideration. 
* * ¥* 


F a comparatively young, gainfully employed man 
cannot be made to take a personal interest in his 
financial future, such as is possible to guarantee 
through the now available life insurance contracts, his 
lack of concern is not likely to affect seriously the sum 
total of life insurance writings merely because there 
is held out the possibility of collecting in the dim, dis- 
tant future the sum of forty or fifty dollars a month. 
Those who do look reasoningly into that remote time 
will be inclined to ask themselves if they will be able 
to live on that sum, and then to start figuring out just 
how much better off they will be with the aid of a 
regular insurance program. 








Halsey D. Josephson, C.L.U. e 








HIS over-indulgence in Service is a difficult thing 

to contend with. Any action that can possibly be 
supported by such a noble word as: Service, is hard 
to criticize. After all, are you opposed to servicing 
your policyholders? .If you are limited to a one word 
answer, then how can you be critical of the agent who 
acts like a draftsman? You see you are wrong, and 
the report maker is the only man of honor in the 
agency. And don’t think you can get away with the 
criticism that his elaborate proposals don’t sell life 
insurance. His people are different and they really 
want to know what they are buying. Maybe your 
clients are so dumb that they don’t understand any- 
thing but their own business. But not his people, 
no sir, ete. * * * 


URELY, it is easy to see through the other fellow’s 

phony rationalization, but how about yours? Per- 
haps, you are sincere about Service and perhaps your 
people are really different and perhaps they really do 
want to know what they are buying and perhaps you 
do have an awareness of your obligation. Well, that’s 
different, of course. See what I mean? 


* * * 


HE real test has nothing whatever to do with Sun- 
day School lessons. Do you make as many calls as 
you should day after day? Do you sell as much insur- 
ance as you should? Then you have the right to 
indulge in pretty reports. But remember, it’s a hobby. 











PENNSYLVANIA. NEW JERSEY. 


GENERAL INSURANCE AGENCIES 
located in towns from 5 to 50 thousand 
population in PENNSYLVANIA and 
NEW JERSEY would do well to con- 
sider adding LIFE INSURANCE to the 
services they render their fire and casu- 
alty clients) LIBERAL AGENCY 
APPOINTMENTS DIRECT WITH A 
VERY COOPERATIVE HOME 
OFFICE. 


DON’T DELAY — WRITE TODAY 


PHILADELPHIA LIFE 
INSURANCE COMPANY 


111 North Broad Street Philadelphia, Pa. 


Founded in 1906 
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Give and Receive 


Membership in the local Underwriters’ Associa- 
tion and through it membership in the National 
Association will bring the underwriter many ad- 
vantages — opportunities for self-improvement 
and education through the training courses and 
meetings and from the close contacts with the 
most alert salesmen in our business and with the 
leaders in agency management of all companies. 


But more important still to the underwriter 
are the opportunities Association membership will 
hold forth for him to contribute, and thereby to 
grow. He will find himself in a far better position 
to use his broadened experience to serve his com- 
munity in war efforts and peace efforts, joining 
fellow underwriters long united in protecting the 
best interests of his policyholders. There have 
been and will be coordinated activities for con- 
sumer education. 

The old adage had it that it is more blessed to 
give than to receive. If you join the Association 
for what you will receive you will gain much. 
But you will gain twice as much if you join in 
order to give the Association your best help, for 
your capacity will double. 


THE PENN MUTUAL LIFE 
INSURANCE COMPANY 


JOHN A. STEVENSON 
President 


Philadelphia 


WILLIAM H. KINGSLEY 
Chairman of the Board 


Independence Square 
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THIS WESTERN WORLD 


By BOB FOLEY 


T won’t come as news to all life insurance men. It 

might to some. The Wage and Salary Stabilization 
Act provides them with a tool with which to aid the 
business man trying to keep his employees, while 
crouching uncomfortably beneath a low wage ceiling. 


* * * 


Pane might almost say there was a wee bit of poetic 
justice to this Act. You’ve probably observed that 
the firms encountering the most trouble are those who 
paid the lowest money—gave the fewest raises—paid 
no bonuses—provided no benefits—in pre-stabilization 
days. Having no formalized policy other than milking 
an employee dry without returning him a reasonable 
amount of life-giving hay, these same short-sighted 
gents are now crying their eyes out at the perfidy of 
their faithful old workhorses, who are having the time 
of their lives working for real money. 





* *+ *° 


H, all right! Go ahead and gloat a little bit. But 
do it on Saturday. On Sunday, sit down and 
make a list of the so-and-sos. You will know who 
they are. They’re common knowledge around the 
town. Then go in and tell them what you can do for 
them that will be really helpful. It’s quite a lot, too. 
And the beauty of it lies in the fact that it will stick 
because price control and stabilization measures are 
here for quite a visit. Here are some of the things an 
employer can do without approval from the War Labor 
Board or the Treasury Department: 
1—-Pay premiums on group life, health and accident 
insurance. Such payments are fully deductible by 
the employer and do not constitute additional in- 
come to the employee. 
2—-Pay premiums upon life insurance up to 5 per cent 
of the employee’s annual salary. The policy must 
be of a low cash value type and it must not cover 
only a small number of selected employees. . .. No 
approval is required, though the premiums are 
taxable to the employee as additional income. It is 
fully deductible by the employer. 


* * * 


OWEVER, an employer may not pay premiums 

upon policies previously taken out by employees 
without securing approval. So swallow your resent- 
ment, fellows, and make the old buzzards buy you a 
post-war car. 


BRIEFS 


Connecticut Mutual men who have enrolled in the 
Advanced Underwriting Course have a material in- 
crease in their total paid-for volume in 1943 over 1942. 
The course covers such subjects as business insurance, 
taxation and estate protection. 

* * * 

Production of insurance and gain in insurance in force 
in the first three months of 1944 topped all records 
of recent years, according to the report submitted by 
Claris Adams, president of the Ohio State Life. 
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TWENTIETH PLACE . .. 


During 1943, this Company moved up 
two places to rank 20th among all Com- 
panies on total life insurance in force. 

Congratulations to our field organization 
whose efforts had so much to do with bring- 
ing this about. 


The NATIONAL LIFE AND 
ACCIDENT INSURANCE CO Ia 


NATIONAL 


IARC. R. CLEMENTS, Presiden 
Gey, 


SROU NATIONAL BLOG. 


NASHVILLE Say TENNESSEE 




































THE FRIENDLY HAND 


FOR THE POLICYHOLDER 


FIDELITY offers complete protection by means of 
wisely selected and well balanced contracts which 
it labors to keep in force by friendly contact with 
its clients. 


FOR THE AGENT 
FIDELITY affords a competent training, a compre- 
hensive set of selling aids, and the help of sym- 
pathetic supervision and skilled leadership. 

FOR VICTORY 


FIDELITY invests its full share of funds in govern- 
ment securities, and boasts a goodly number of its 
agents and office workers whose letters from far- 
flung battle fronts, where they now risk life itself, 
reflect the friendship of peacetime days. 


FIDELITY is a friendly company 


ie DELITY MUTUAL LIFE 
INSURANCE COMPANY 
PHILADELPHIA 


E. A. ROBERTS, President 

















THE GREAT FINALE 


The Parade of Victory is massing its vari- 
cus units for the great finale. The Yanks 
with their great battle fleets, the lowly 
| freighter and that guardian of the deep, the 
submarine; tanks, crushing, lumbering masses of steel; 
great guns, deadly in accuracy; planes, graceful, swift 
as the flight of the wind; trucks, sturdy and reliant, 
all are ready. 

-And the Yanks at home are ready, for they built the 
units of that parade—product of unending days and 
| | nights of labor and sacrifice that the boys may have 
| | the best. 

| To accomplish the Parade of Victory, the Yanks have 
Uncle Sam 





not scuttled all plans for future protection. 

| furnishes the boys with insurance protection stream- 

lined to fit their means and the great insurance com- 

| } panies of our land look after the home front. Our peo- 

ag ple have sacrificed incidentals but more bonds and 
| | insurance have been purchased than ever before. 

| | If your part toward victory is that of the Life Under- 
writer, you will find it pays to be friendly with 


PEOPLES LIFE INSURANCE COMPANY 
FRANKFORT -- INDIANA 
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ALONG CITY STREETS 


By W. EUGENE ROESCH 


PITTSBURGH: Dashing from one to another of the 
22 symposia on insurance subjects that featured ‘the 
war-geared Pittsburgh Insurance Day on April 24, I 
still found time to hear some sound talk on business 
life insurance from Carl H. Schusler, manager there 
for Continental Assurance of Chicago. A mere busi- 
ness sinking fund, he pointed out, will not solve the 
business protection problem because there is no cer- 
tainty that parties to the agreement will live until the 
needed sum for such a fund is reached. Where busi- 
ness life insurance steps into the picture, payment 
need only be at the rate of “a few cents on the dollar 
(generally less than 3 per cent) each year during the 
life of the parties” for a contract which “guarantees 
to provide either cash or income from a life insurance 
company at the specific time it is needed.” With what 
I considered about 700 persons attending the sessions, 
it was notable that a goodly sprinkling of fire and 
casualty men heard Mr. Schusler’s remarks, in addi- 
tion to the life insurance producers who were directly 


concerned. 
* * * 


BLOOMINGTON: Busy man these days is George J. 
Mecherle who heads the State Farm Group of com- 
panies in this Illinois city. To begin with, he is a dele- 
gate to the Republican national convention slated for 
Chicago late in June. In the interim, he has his hands 
full because of his selection as chairman of a commit- 
tee of Illinois company executives who will handle mat- 
ters for the convention of the National Association of 
Insurance Commissioners which goes to the Edgewater 
Beach hotel in Chicago on June 14-17. I well recall my 
first meeting with Mr. Mecherle about a decade ago in 
his office. I spoke to him in the elevator of his build- 
ing, not knowing him by sight, and asked for the loca- 
tion of the president’s room. Very obligingly he said 
he personally would show me the entrance. At the 





doorway, he just grinned and commented, “I’m Mr. 
Mecherle, what can I do for you?” For once I really 
felt chagrined at my own lack of preparation for an 
“approach!” 


NEW YORK: The Mutual Life of New York is carry- 
ing out a plan of advertising that is forward-looking 
to say the least. The copy will appear in some 17 
military and naval publications that go to service men 
both in this country and abroad. The campaign is 
based on a fact that Clifford B. Reeves, assistant to 
President Lewis Douglas, describes as recognition of 
the certainty that “The eleven million men and women 
now in the country’s armed forces should be the big- 
gest buyers of life insurance in the postwar years.” 
This is the kind of “name and product” advertising 
that is proving so successful with the airlines, re- 
frigerator manufacturers and others who want the 
public to remember them when peacetime needs de- 
velop. By the same token, those life insurance com- 
panies which broaden their insurance press advertis- 
ing requirements will be the ones to hold agency 
recognition throughout the duration and cash in on 
that later. They also will be the ones to benefit via 
reinsurance routes. 


ANYWHERE: Speeded-up production is the call of 
the hour and even maternity wards seem to have heard 
it. Multiple births are reported from all parts of the 
country. Maybe it’s just a case of improved report- 
ing but the “more-babies-in-wartime” theory surely 
seems to be holding true. In case you are the agent 
who does his sales prospecting far ahead, you may 
be interested to learn that a triplet birth occurs once 
among 7,400 babies. Twins, however, run one in every 
86 and there are some 2,000,000 twins in the United 
States. Mortality among twin babies is abnormally 
high. As to quintuplets, four sets are on record in 
the country since 1776, but none survived. Chances 
for birth of quintuplets are about one in 54,000,000. 
The Dionnes are the only ones on this Continent to 
survive beyond the first few weeks of life. 











Executives Postpone 


Merger Plans 


In October, 1942, the American 
Life Convention appointed a special 
committee, subsequently designated 
as the Committee on Convention 
Activities, and the following De- 
cember the Association of Life In- 
surance Presidents appointed a 
similar committee. A meeting of 
these two groups in 1943 led to the 
suggestion that plans for a unifica- 
tion of the work of the two bodies 
be considered. 

After report to their respective 
membership and after due con- 
sideration to the proposed plan, 
while both committees are still 
firmly of the opinion that unifica- 
tion of the work of the two or- 
ganizations is desirable, they do 


not believe there is as yet a suffi- 
cient degree of unanimity to justify 
present consummation of the plan. 
The respective committees have 
therefore recommended that no ac- 
tion be taken by either body re- 
specting unification, but that the 
matter be left open for future con- 
sideration. The committees are 
vinced, however, that the work of 
both organizations shouldbe 
studied in order to avoid duplica- 
tion of activities. 





Sun Life of Canada Keeps 
Dividend Scale 


Sun Life of Canada is maintain- 
ing the scale of policyholders’ divi- 
dend disbursements during the new 
dividend year commencing April 1. 


The company has discontinued the 
practice of adjusting dividends for 
policies with income disability 
benefits. 

No change has been made in the 
3 per cent rate (or the guaranteed 
rate, if higher) paid on dividend 
accumulation and settlement option 
funds. 


























New York City Sales 


Continue Advance 


The Life Underwriters’ Associa- 
tion of the City of New York, Inc., 
with headquarters in the Hotel 
Pennsylvania, has announced that 
the estimate of total sales of Ordi- 
nary Life insurance in New York 
City for March, 1944, is $62,702,000 
which compares with $43,362,000 
reported for March of last year. 
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HAROLD A. DILLMAN 


JURTH in a series concerning 

successful life underwriters, 

this article will attempt to ana- 
lyze the reasons why these men 
entered the business. In doing so, 
omission is made of the question 
concerning their years in the busi- 
ness. Many of the men surveyed 
have been successes for many years 
and therefore it does not appear 
that any purpose would be served 
by attempting to draw conclusions 
from the answers received. It would 
be most interesting to know how 
many years, on the average, it took 
these men and women to reach a 
sustained production level of some 
arbitrarily fixed amount and to lo- 
cate the extremes—but no such in- 
formation is available from the 
data at hand. 


HOW DO THEY 


Factors contributing to the success 


of outstanding life insurance sales- 


men selected from all types of com- 
panies throughout the nation; the 


fourth of a series of articles based 


on a Spectator survey 


By Louis S. FISCHER 


Associate Statistician, The Spectator 


Even when using a very loose 
method of grouping, the answers 
to the question, “Why did you 
choose this profession,” show a 
wide variation, and actually, if 
taken literally, there were as many 
different answers as there were re- 
turns. But by arbitrarily grouping 
reasons which seem to stem from 
much the same basis, the answers 
can be reduced to 17 groups—pro- 
ducing a table, as follows: 


Jo 
Belief in opportunities of busi- 
DE badness ntdbnescuregecsces 25.7 
Desire to earn and serve....... 14.9 
To gain independence (with min- 
| ee eee 9.0 
Followed relatives (father or 
brother) into business...... 8.0 
Sought income proportionate to 
SED Aeckskveseaseeacawnune 6.0 


Forced to make new choice..... 4.0 
Followed advice of friends...... 4.0 
Sold by managers or agents.... 4.0 
Wanted to make more money... 4.0 
Be WE, ob ce cadaccennes 4.0 
Saw value of life insurance dem- 
onstrated in depression....... 3.3 


Started out to make spare time 


ED ake eels sewdes vances 2.6 
PNR Sassi hididw keen tine niet 2.6 
i eS er 2.0 
Studied life insurance in school 1.3 
Through observing effects of 

claims payments ............ 1.3 
Personal experience with lack of 

errr frre a 


It must be remembered that 
many of these answers were made 
at a date long after the event, and 
that some of them may vary in 
detail from those that would have 
been given had these men been 





PHILIP H. PETERS 


52—THE SPECTATOR, May, 1944 


ARTHUR D. ZOLG 


H. J. KANNENSOHN 
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questioned at the actual moment of 
their induction into the business 
when all the facts were fresh in 
their minds and before their think- 
ing began to be affected by the 
stream of ideas to which they were 
subjected in succeeding years. 
Thus, for example, many of those 
in the first group undoubtedly 
gained their beliefs in the oppor- 
tunities of the business from some 
exterior source. It is unlikely that 
any of them undertook private 
studies and arrived at such conclu- 
sions purely as a result of their 
own initiative. It is more reason- 
able to believe that most of those 
included in the first three groups 
were influenced either by persons 
or by printed material, or both. 
Furthermore, it is likely that their 
minds were open to such influence 
because of dissatisfaction with 
their progress in other lines of en- 
deavor. But, regardless of the cor- 
rectness or incorrectness of these 
speculations, the answers are valu- 
able, because they indicate the type 
of argument which may be likely 
to induce positive action when a 
man or woman is mentally ready 
for a change. 

Very few 
were forced into the business by 
inability to make themselves suc- 





F. H. JANUZZI 


admitted that they” 





cessful in other lines of endeavor. 
One notable exception was that of 
a man who stated frankly that he 
could get no other job. In spite of 
that handicap he became a success- 
ful life underwriter. Perhaps his 
frankness, his willingness to face 
facts squarely, had something to do 
with his eventual success. 


A Job of Recruiting 


It can be deduced that of the an- 
swers tabulated, well over 50 per 
cent were influenced through man- 
agers, agents, their centers of in- 
fluence, or by printed material dis- 
tributed through them. But there 
is no clue as to exactly how this 
influence was brought to bear. 
Furthermore it is entirely probable 
that, if such information were 
available, it would indicate an ex- 
ceedingly wide variety of means 
and that no safe conclusions could 
be drawn other than the general 
one that every person interested in 
new organization work needs to use 
freely and constantly every con- 
ceivable channel of contact. 

The table should give a hint of 
one type of impetus which possibly 
could be successfully used more 
frequently than it may have been. 
By combining groups 16 and 17, 
we note that 2 per cent of those 





A. V. MIENER 





W. H. GILBERT, Jr. 


surveyed were influenced strongly 
by the good results which followed 
in the wake of an actual claim pay- 
ment, or by the deprivation which 
resulted from a lack of insurance. 
While this percentage is small, it 
may be so because managers and 
others have not given as much at- 
tention to this type of motivation 
in new organization work as they 
have in the development of ideas 
for the sale of life insurance. 

2.6 per cent came into the busi- 
ness “by chance.” Actually there 
were several reasons for this, for 
example one man had been asso- 
ciated with a fire and casualty 
agency which’ established a life 
branch. This branch did not prove 
profitable and the gentlemen in 

(Continued on page 59) 
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INTEREST RATES 
(Continued from page 17) 


ernment controlling the interest 
rate is the factor of confidence and 
the possibility of inflation. No gov- 
ernment can continue to manufac- 
ture bank credit indefinitely with- 
out reaping the whirlwind of infla- 
tion. The only way it can continue 
it for a period of time, without suf- 
fering the evil effects of inflation, 
is by exercising strict controls 
through rationing. As Harold G. 
Moulton, the President of the 
Brookings Institution, phrased it 





1 WU Vecd 


sometime ago, “It will be necessary 
for the government to make a 
choice. With unlimited debt expan- 
sion and the manufacturing of 
credit, inflation cannot be prevented 
without the use of totalitarian 
methods of control.” 

It is well to remember that Ger- 
many kept the interest rate low 
when she was rearming in the thir- 
ties with almost no gold in her 
banks and with a scarcity of capital 
in the country. Likewise, the Rus- 
sian Government more or less com- 
pletely abolished the interest rate 
in that land. I trust I need not 
point out to you, however, how dif- 
ferent were the controls over busi- 
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ness in those two countries from 
that in ours. Their governments 
controlled practically everything jp 
addition to the interest rate. 

And this brings me to my last 
point. It may well be possible for 
a government to so control interest 
rates as always to keep them low, 
but* it seems to me nonsense to 
argue that a country can have a 
controlled interest rate and at the 
same time enjoy a free enterprise 
system, have a free capital market, 
and an uncontrolled price level. It 
is nonsense because we cannot have 
these things at one and the same 
time for they are contradictory, 
Free enterprise and a free capital 
market and a controlled interest 
rate are mutually incompatible, 

Is it not obvious that to control 
the long term rate of interest a 
government must first effectively 
abolish the market for capital? Is 
not interest merely the price of 
capital? Prices are normally made 
in markets and the essential to a 
market is that the bids and the 
offers made therein must be free. 
A government could not tolerate 
this if it adopted a policy of a con- 
trolled interest rate because some- 
one might come into the market 
and bid more for the capital than 
the rate set by the government. It 
seems obvious that the government 
would have to control the disposi- 
tions of savings as they were ac- 
cumulated and to do this it would 
have to substitute its will for the 
wills of the owners of the savings 
and for those who wished to borrow 
them. This is exactly what the 
governments of Germany and Rus- 
sia did when they controlled the in- 
terest rate. Such control, it seems 
to me, over the disposition of in- 
vestment capital makes a govern- 
ment, in the final analysis, the sole 
entrepreneur of the community. 
Competition in this field would have 
to be excluded. 

Personally, I can see no escape 
from this conclusion. Nor do I be- 
lieve it an over simplification to 
state that any government which 

seriously sets about to control the 
long term rate of interest will find 
that in the end it must first control 
the entire system of capital saving 
and capital investment, and then it 
will find that this will require the 
control of practically everything 
else in our whole economic life. No 
doubt there are those who would 
like to see such controls exercised 
but let us who believe in free enter- 
prise be careful lest we advocate 
some individual control which will 
make such free enterprise imp0s- 
sible. 
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Now, may I summarize my posi- 
tion. It is somewhat as follows: 
(1) The long term rate of inter- 


est is determined by the net pro- 
ductivity of capital. This is set at 
the price business men will pay for 
it in the open market. It is not 
something arbitrarily fixed by leg- 
islative enactment. The wider the 
market and the greater the chance 
for profit the higher will be the bid 
price—the interest rate—for the 
available supply of capital. The 
underlying cause for the low inter- 
est rates of the thirties—more im- 
portant than all other causes com- 
bined—was the relative absence of 
competing business men in the capi- 
tal markets for the savings of the 
nation. No doubt there were many 
contributing causes for this ab- 
sence but the bottom one was the 
fact that business men saw no use 
to which they could put additional 
capital without incurring risks 
which seemed to them too great to 
bear for the chance of gain that 
might ensue therefritn. 

(2) The conditions that caused 
the low interest rates of the thirties 
are not likely to prevail after the 
war, if a period of business expan- 
sion and prosperity follows the war. 
History shows beyond peradven- 
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For forty-four years, through wars, 
epidemics and depressions, the Home 
Life has continued its successful 
operations; 

Every liberal practice consistent 
with the safety of policyholders’ funds 
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Insurance protection at guarantecd 
low cost has been provided to its 
policyholders; 
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ture of a doubt that periods of 
business expansion, rapid invention 
and general prosperity have been 
accompanied by rising interest 
rates. 

(3) The government cannot con- 
trol the rate of interest over any 
long period of time merely by such 
manipulations of our monetary and 
credit structure as reducing bank 
reserves or lessening the gold con- 
tent of the dollar or monetizing 
silver or printing greenbacks. In 
the end, all such manipulation will 
inevitably result in rising prices 
and inflation, or in a loss of confi- 
dence, disorganization and anarchy, 
which will be followed by some 
form of totalitarian control. 

(4) For the government to con- 
trol the interest rate and make it 
artificially low, indefinitely in the 
future, will entail a control over 
much of our whole industrial life. 
A controlled interest rate and a 
free enterprise system with a free 
capital market is contradictory. 

(5) Even with war controls re- 
moved and given a free enterprise 
system, I do not expect the interest 
rate, in the years after the war, to 
be as high as it was from 1900 to 


1920. Before the last war, we were 
a debtor nation, importing capital. 
Since then, we have been a creditor 
nation, exporting capital. This 
makes a great difference in the in- 
terest rate. Compared to debtor 
nations, interest rates in creditor 
nations tend to be low. * 

(6) Finally, my fear is that in- 
terest rates may tend to be rela- 
tively low after the war, not be- 
cause the government will make 
them so but because there will not 
be sufficient business expansion at 
home to make a large demand for 
capital and because a peace may not 
be made which will open up the 
capital markets of the world and 
make it easy and safe for this na- 
tion to export capital. Rather than 
to look upon a possible rise in in- 
terest rates after the war as a 
source of danger to the country, 
may I conclude by saying that if 
one could be certain at this time 
that they were going to increase 
gradually, it would be a cause for 
much satisfaction. Prosperity and 
rising interest rates are infinitely 
to be preferred even though the 
interest burden of the government 
debt becomes greater than is de- 
pression, unemployment and low in- 
terest rates. 





That course in life 
which sacrifices 
an Ultimate Good 
for an 
Immediate Convenience 
is but the Beginning 
of Sorrow and Regret 
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COMPANY REPORTS 


The Prudential 


The admitted assets of The Pru- 
dential Insurance Company of 
America increased by nearly $447,- 
000,000 during the year 1943. 

In his annual report to the com- 
pany’s board of directors, Presi- 
dent Franklin D’Olier announced 
that the company’s purchases dur- 
ing the second and third war loan 
campaigns in 1943 had brought its 
total subscriptions to United States 
government bonds made since the 
beginning of the war to $1,303,000,- 
000. At the end of 1943 the com- 
pany’s investment in government 
securities of the Untied States and 
Canada amounted to $2,365,000,- 
000. 

The paid-for new business dur- 
ing the year 1943; the president’s 
report shows, amounted to $1,811,- 
284,000, an improvement over 1942 
of seven per cent. This new busi- 
ness was as follows: 


Weekly Premium Indus- 
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The amount of insurance in 
force, Col. D’Olier told the board, 
increased more than $1,000,000,000 
and at the end of the year the com- 
pany’s total amount of insurance 
in force was $21,500,000,000 repre- 
sented by 33,000,00 policies. 


It was announced by the execu- 
tive that terminations and sur- 
rends of policies in each branch of 
the business were at an all-time 
low rate. Col. D’Olier reminded 
members of the board that the pur- 
chases of government securities by 
life insurance companies in both 
the United States and Canada have 
proved what an important factor 
such organizations are in holding 
the line against inflation in the 
national’ economy. 


In the matter of claim payments 
and credits to policyholders and 
their beneficiaries during 1943, 
these amounted to $395,797,000. 
Death claims were paid on 313,775 
policies; these included $9,000,000 
on claims in which the cause of 
death was in some respect related 
to the war. Excluding these war 
losses, the mortality rates were the 
lowest in five years, save for 1942. 

The contribution Prudential em- 
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ployees have made to the war effort 
was discussed by the chief execu- 
tive of the company. “Our service 
flag at the end of the year 1943,” 
he said, “showed that 4,590 home 
office and field employees had en- 
tered the armed forces of the 
United States and Canada, and 17 
of them had given their lives in 
the service of their country.” Dur- 
ing the year, employees paid $7,- 
409,000 for war bonds purchased 
through the Prudential. 





U. S. Life in 95th Year 


The United States Life Insur- 
ance Company, which has been 
rendering continuous service to its 
policyowners since 1850, entered 
its 95th year of business in the first 
quarter of 1944. Notable among 
the company’s results during the 
past year has been its 56 per cent 
increase in new paid for business 
over 1942. The company was found- 
ed on a “declaration to form a 
company,” which was filed with the 
State of New York in 1849. The 
“declaration” carried 32 signatures, 
including such well-known old New 
York names as Stuyvesant, Gould 
and Suydam. Its doors were opened 
for business on March 4, 1850, 
when Theodore Frost became the 
first policyowner. Six months later 
an office was opened in San Fran- 
cisco to insure foresighted “forty- 
niners.” 

Civil war soldiers, in both Yankee 
and Confederate uniforms, flocked 
to take advantage of the company’s 
policy to grant war risk protection, 
and a special fund was set aside to 
protect the rights of Southern 
policyowners and their benefici- 
aries. During the 1890’s, when the 
very system of national finance 
trembled in the face of the depres- 
sion that confronted it, the com- 
pany met and paid every legitimate 
claim presented by policyowners 
and their beneficiaries. 

Management of the company 
passed into the hands of insurance 
and banking interests of interna- 
tional scope in 1935 and the com- 
pany soon merged with the Brook- 
lyn National Life. Moving forward 
rapidly, it acquired twice as many 
new policyowners in the ensuing 
nine-year period than were gained 
in the preceding nine years, and at 
the close of business in 1943, insur- 
ance in force exceeded $100 mil- 
lions. 


North American Life 


During 1943 the assets of the 
North American Life insurance 
Company of Chicago increased 
more than during any year since 
1930, E. S. Ashbrook, President, 
told the stockholders at their 37th 
annual meeting. At the same time 
he released a detailed statement of 
the year’s operations. This dis- 
discloses $78,988,000 Insurance in 
Force, a 5.02 increase, a larger 
gain than for any year since 1925, 

After considering the company’s 
progress and financial gains, its 
board of directors declared a divi- 
dend of 8 per cent payable semi- 
annually. This is a 33 1/3 increase 
over the 1943 schedule. The com- 
pany’s gain in assets last year 
totaled $1,075,000 against $907,510 
for 1942, bringing the current re- 
sources up to $15,923,000. The 
policyholders’ surplus _ increased 
more than $150,000 and now stands 
at $1,219,000. 

The compar increased its hold- 
ings in U. S. Government bonds in 
1943 by $2,310,000, which was con- 
siderably in excess of their entire 
premium income for the year. The 
financial statement shows total in 
bonds $7,542,000; cash $550,967; 
first mortage loans, $3,344,000. The 
unsold real estate amounts to 
$1,719,000, compared with $2,506,- 
000 in 1942. 

Payments to policyholders and 
beneficiaries totaled $885,000 in 
the past year, which increased to 
$28,110,000 the amount that it has 
paid in benefits since the organiza- 
tion of the company in 1907. 





Franklin Life 


The March 60th anniversary 
drive, recently completed by the 
Franklin Life Insurance Company, 
produced the greatest volume of 
business ever written in a Frank- 
lin contest. The grand total amount- 
ing to $5,372,058 was nearly 
$2,000,000 more than the March 
drive a year ago. 

The contest was an unusual one 
in which one representative was 
matched against another, winner 
take all prizes.. So intense was the 
rivalry that 114 individual repre- 
sentatives exceeded their quota ob- 
jectives set for them at the begin- 
ning of the month. Numerous rep- 
resentatives exceeded their quotas 
by two and three times. Paul B. 
Sass, Missouri representative, quad- 
rupled his $25,000 quota with 4 
volume of $100,500, and H. B. 
Parker of Louisiana was close on 
his heels with a $98,107 volume. 
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Eighty-five representatives quali- 
fied for membership in the “Sixty 
Club” by writing in excess of 
$60,000 of business during the first 
three months of the year. In recog- 
nition of their accomplishments 
each member of the “Sixty Club” 
will receive a calf-skin wallet with 
his name embossed in gold. 

A highlight of the special three 
months drive, from Jan. 1 to March 
31, to reach the goal of $250,000,- 
000 of insurance in force by the end 
of anniversary month, March 31, 
was the outstanding achievement 
of 12 Franklin representatives who 
produced a grand total of 770 ap- 
plications . . . almost 10 applica- 
tions for every working day in that 
period. K. L. Riggs, general agent 
in Texas, led the field with 92 ap- 
plications. 


Home Life, New York 


Ethelbert Ide Low, chairman of 
the board of the Home Life Insur- 
ance Company of New York, in the 
84th annual report to policyholders 
pointed out that while assets in- 
creased from $130,872,288 to $142,- 
110,133 or $11,237,845 holdings of 
U. S. War Bonds increased $15,- 
100,000. Thus the company has 
more than fulfilled its purpose of 
purchasing new Government bond 


issues in an amount equal at least” 


to its increase in assets. Total 
U. S. Government bonds owned on 
Dec. 31, 1943, amounted to $37,- 
915,284 or 26.7 per cent of the total 
assets. 

Unassigned surplus is now 
$5,882,862 as compared to $5,274,- 
476 on Dec. 31, 1942. In addition 
to this unassigned surplus, the 
largest in the company’s history, 
there has been set up a war con- 
tingency special surplus fund of 
$500,000 to provide for any special 
contingencies arising out of the 
war. The contingency reserves for 
mortgage and real estate and for 
security fluctuations were material- 
ly increased. 

In spite of the fact that ap- 
proximately one half of the male 
members of the home office staff 
and a substantial portion of the 
company’s field organization are in 
the armed services, the year was an 
extremely satisfactory one from 
the standpoint of new business and 
gain in business in force. New in- 
surance sold showed an increase of 
10.4 per cent over the preceding 
year and was 5.0 per cent of the in- 
surance in force at the beginning of 
the year. Home Life, which has led 
all American companies in average 
size policy sold over the past six 


years, further increased the unit 
sale from $6,646 in 1942 to $7,771 
in 1943. 

In spite of the continuing low 
level of interest rates, the net rate 
of interest earned on all of the 
company’s invested assets increased 
slightly from 3.50 per cent to 3.52 
per cent in 1943. 





Pacific Mutual Life 


Assets of the Pacific Mutual Life 
Insurance Company reached an all- 
time high of $273,367,335 on Dec. 
31, 1948—an increase of $10,514,- 
192 for the year. Corporate sur- 
plus was increased during the year 
to $7,112,808 and a special cor- 
porate reserve created amounting 
to $1,000,000. With present capi- 
tal of $1,000,000 and $800,178 of 
surplus allocated exclusively to the 
participating life department, the 
company shows an aggregate of 
$8,912,986 capital and surplus. 

Bond holdings of $120,749,505 
include over $73,000,000 in United 
States Government securities. Of 
all bonds owned, 93 per cent are 
rated “A” or better. Mortgage 
loans total $106,014,349, including 
$61,489,087 of F.H.A. secured 
loans. The year’s payments to 
policyholders and _ beneficiaries 
totalled $17,674,886. 

In its field operations, Pacific 
Mutual established some interest- 
ing records during the past calen- 
dar year. New life insurance of 
$50,565,680 was issued, a gain of 
32 per cent over the preceding 
year’s figure and the company’s 
best year since 1935. Total life in- 
surance in force increased to $622,- 
659,773. The average new business 
production of each active agent in 
the company was 47 per cent high- 
er than in 1942. 





Bankers Life Company 


First quarter results were re- 
ported by President Gerard S. 
Nollen of the Bankers Life Com- 
pany at the sixty-fifth annual meet- 
ing April 11. Assets were up 
$6,000,000 to a total of $313,000,000 
and the gain was $2,000,000 more 
than that of the first quarter in 
1943. 

Total quarter income was $13,- 
000,000 as compared with $10,000,- 
000 last year and premium income 
was up from $6,200,000 in last 
year’s first quarter, to $7,062,000 
this year. New life insurance 
placed to March 31 was $27,000,000, 
a gain of 76 per cent over ’43. 
This included $8,600,000 of group 


life. Ordinary life policies totaled 
$18,500,000, a gain of 40 per cent 
over last year. 

U. S. government bonds were 
added to by $7,500,000 and the 
total of such bonds held on March 
31 was $129,678,000. War losses 
of $85,000 on 38 lives were paid 
during the quarter. Life insurance 
in force reached $877,000,000, a 
gain of $15,000,000 since Dec. 
31, ’438. 

The board of directors reelected 
Gerard S. Nollen as president and 
announced the reelection of Ross J. 
Clemens, prominent Iowa business 
man, as a member of the board, at 
the annual meeting of the company. 

President Nollen announced the 
retirement, in accordance with the 
established retirement plan of the 
company, of W. W. Jaeger, vice- 
chairman of the board, and G. W. 


Fowler, vice-president and _ trea- 
surer. 
Mr. Jaeger started with the 


Bankers Life Company as an agent 
in 1904, and served in the agency 
force of the company until he came 
to the Home Office as general sales 
manager in 1922. He was named 
vice-president and director of agen- 
cies in 1926, and vice-president in 
1934. He is just ending 40 years 
of continuous Bankers Life service. 





American United Life 


Commenting on the annual re- 
port of the American United Life 
Insurance Company, of Indian- 
apolis, Indiana’s oldest life insur- 
ance company, President Geo. A. 
Bangs stated: “This is the finest 
financial report in our entire his- 
tory—a remarkable demonstration 
of sound growth in the face of all 
the handicaps and vicissitudes of 
war. The net increase of insur- 
ance in force during 1943 was 
$8,279,501, the largest gain we 
have enjoyed in years, and the total 
(as of last Dec. 31) now stands at 
$299,053,307 — which means that 
1944 will bring us well above the 
$300,000,000 mark. 

“Admitted assets increased 
$3,946,060.28, bringing the aggre- 
gate amount of this item to $61,- 
625,250.14 and revealing American 
Life as one of the largest, most 
substantial financial institutions in 
the Midwest. Our holdings of Gov- 
ernment bonds increased more than 
$9,000,000, the total being $13,- 
226,937.38, or approximately 21 per 
cent of all admitted assets. Loans 
to policyholders were liquidated in 
a sum exceeding $500,000, thus re- 
ducing that item to $5,281,735.48. 
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Real estate owned, other than the 
home. office, decreased nearly 
$900,000 — from $3,020,889.07 to 
$2,153,898.68. 

“In addition, it is very pleasing 
to be able to say that new busi- 
ness produced by the field force 
since Jan. 1, 1944, compares favor- 
ably even with the fine reports for 
the like period in 1943. This year, 
through February, volume of ap- 
plications increased 37 per cent, 
while issued cases reveal a gain of 
45 per cent, and paid-for new in- 
surance increased correspondingly. 
This year, too, average-size policy 
and persistency are even ahead of 
the 1943 record.” 





Great Northern Life 


The largest amount of assets and 
insurance in force in the history of 
the Great Northern Life Insurance 
Company was shown by its financial 
statement for 1948, according to 
H. G. Royer, president of the com- 
pany. The Great Northern Life In- 
surance Company is a Wisconsin 
corporation with general offices at 
110 S. Dearborn Street, Chicago, Ill. 


The company ended the year of 
1943—its 35th year of existence— 
with Life Insurance in force of 
$42,728,409, a net gain of $2,835,- 
831. It paid to policyholders and 
beneficiaries in 1943 the sum of 
$1,011,890, which makes a grand 
total of $26,109,000, since the op- 
eration of the company. 

Assets now amount to $9,908,127, 
which is an increase of $1,012,138 
over last year. Government bonds 
amount to $2,526,722, or an in- 
crease of $1,195,540 for the year 
just closed. Over 70 per cent of 
the assets is in cash, Government 
bonds, and Government guaranteed 
securities. The total premium in- 
come was $2,810,000. Capital and 
surplus totaled $899,403 — an in- 
crease of $270,425 for the year. 





Penn Mutual Life 


A year of record-breaking 
achievement, with substantial gains 
in new business, insurance in force 
and an all-time high in assets and 
surplus funds, was marked up for 
The Penn Mutual Life in 1943, it 
was announced by John A. Steven- 


son, president, in presenting the 
company’s ninety-sixth annual re- 
port. 

Life insurance in force totaled 
$2,082,199,121 at the end of the 
year—a gain of $39,335,872 over 
1942. Despite the continued heavy 
drain of the war upon the Penn 
Mutual’s agency organization — of 
whom 438 are in the service and 
other war activities—31,952 new 
policies were paid for in 1943, 
totaling $123,249,139. This repre- 
sents a new business gain of 
$6,660,000 and 5.7 per cent increase 
over the previous year. Indicating 


the wartime upswing in national 


employment and earnings, the ratio 
of terminated business, including 
all lapses and surrenders, was the 
lowest on record. 

On Dec. 31, 1943, the assets were 
$896,963,456—an increase of $48,- 
270,665. 

Surplus funds, reported at $46,- 
668,450 also rose to a new record 
high with an increase of $5,417,164. 
The ratio of surplus funds to policy 
reserves was 6 per cent as compared 
with a ratio of 5.57 per cent at the 
end of 1942. 
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Special to The Spectator 


OMEONE, we think, should tell of the excellent 
job one Canadian life insurance company is doing 
in the realm of simplified statistics; a job, we would 
gather, which should be of inestimable value to the 
company’s agents in the field. We shall, this month, 
tell something of that particular phase of the com- 


pany’s work. 
* * * 


E have another purpose for confining our col- 

umn this month to the Continental Life of Can- 
ada. We think the statistics in the following para- 
graphs may serve to give Americans some inkling of 
a few of the “behind-the-scenes” developments in Cana- 
dian life insurance after more than four years of war. 
J. Hunter, F.F.A., F.A.S., is the author of the tables 
we are reproducing below; and this data has been 
culled from his report of his company’s 1943 experi- 
ences, details of which were presented to agents and 
policyholders of the company. 


* * * 


OW about war claims being received by Canadian 

life companies? The following tell the story for 

the Continental Life and may provide a clue as to the 

general trend for the business as a whole on this side 
of the border: 


Restrictions 


No Restrictions on Sum % of All 

on Sum Assured Assured War Claims 
Year No. Sum Assured No. to Total 
1940 1 $ 500 2 A 
1941 6 12,000 2 5.1 
1942 22 27,681 7 12.9 
1943 27 34,668 9 13.4 


some additional reasons, princi- 


In other words, the company received 56 claims in 
four years for the sum assured of $74,849, while only 
20 were reported where the company had to pay the 
limited benefit. 

* * * 

HE completeness of the Continental Life’s system 

of reporting to agents and policyholders is also seen 
in the following material. These figures, also, will 
give Americans some idea of what’s ailing us in- 
ternally in Canada. It is the company report on busi- 
ness declined, and why: 


No of % of Total 
Cases Impairment Amount by Amounts 
45 Heart, blood vessels.. $130,329 39.6 
18 Habits, reputation. 87,147 11.3 
BB 0 ie vdiwé oct 32,334 9.8 
13 Gastro intestinal.... 31,000 9.4 
10 Lung diseases....... 13,000 3.9 
40 Miscellaneous ...... 85,421 26.0 





$329,231 100.0 


* * * 


ERSONALLY, we found the above table most inter- 
esting, for the simple reason such statistics aren’t 
seen every day in the week. Another thing, Canadians 
would seem to have more cause to worry over their bad 
habits and reputations than about their kidneys or in- 
testines. One question that came to mind at the time 
we read the report from which the above was taken 
was this: How does a life company find out about our 
bad habits? True it is, we admit the odd one when 
applying for a policy but we don’t think we’ve ever 
placed a life company in the role of father confessor. 


* * * 


T any rate, the above gives some little indication 

of goings on insurancewise in Canada today. We 

thought you’d be interested, for stuff like this is sel- 

dom reported. The Continental Life’s a small com- 

pany, but most capably handled. Its experiences, 

therefore, may be taken as representative of the in- 
dustry as a whole. 


Investments 








How Do They Get 


That Way? 
(Concluded from page 53) 


question was drafted to take over 
its management and try to make it 
successful. He was able to do so. 
The tone of his reply clearly indi- 
cated that he acted originally under 
heavy pressure and only became 
honestly interested when success 
opened up a real.vista of opportu- 
nity to him. 

In general the answers to the 
question under discussion will be 
in no sense startling to any one at 
all familiar with recruiting prob- 
lems in the life insurance field. All 
of the reasons given and, in fact, 
all of the original reasons, before 
grouping, are, in their general na- 
ture, those which might be ex- 
pected. A survey covering men 
more recently inducted into the 
business would probably bring out 


pally stemming from economic dis- 
location due to war conditions but 
the number of men coming into 
life insurance during war years 
has been disappointingly small and 
it is probably true that most such 
men have gone into war industries, 
with the intention of resuming 
their former work as soon as con- 
ditions make it possible. 

Most life insurance companies 
are laying plans for active recruit- 
ing campaigns to be put into force 
as soon as conditions are favorable. 
For the most part they will have to 
direct their appeals to young men 
fresh from service in the Armed 
forces of their Country. These men 
will be looking for real opportunity, 
and like a considerable percentage 
of men and women covered in this 
survey, will be influenced favorably 
if they can be persuaded that the 
life insurance business does offer 
them an opportunity. 


(Concluded from page 47) 


the conversion process and make 
more jobs. A confused state of 
mind, as to what will or will not be 
done, is not likely to keep invest- 
ment values at a level established 
on postwar hopes. 

When we consider the above 
facts, does it not seem reasonable 
that securities bought on a ratio of 
15 to 20 times earnings and yield- 
ing 3% per cent to 4 per cent are 
rather fully discounting a rapid in- 
jection of the country into a post- 
war boom period? 

With a long and substantial ad- 
vance in security values achieved, 
a policy of caution in making fur- 
ther commitments is recommended. 
By caution is meant not to buy on 
intangibles but on realistic values 
as to what earnings and dividends 
may be six months hence, rather 
than six years. 


THE SPECTATOR, May, 1944—59 














SERVING FOR VICTORY 


Lester F. Farrell, formerly an investigator in the 
claim department of The Travelers 55 John St., office 
in New York City, has been decorated with the order 
of the Purple Heart for wounds received in action 
in the Pacific area. Mr. Farrell was granted a leave 
of absence for military service March 7, 1943, and 
entered the army. He has been with the company 
since May 24, 1937. 

* * * 

The Life Underwriters’ Association of Chicago 
suffered the first casualty of the war in the death of 
Lt. Robert L. Williams. Lt. Williams was killed in 
action on March 16, while on a bombing mission over 
Europe. 

* * * 

War losses on 38 lives, representing $85,508 in life 
insurance, were paid by the Bankers Life Company 
of Des Moines during the first quarter of 1944. War 
deaths among policyholders are occurring at about the 
same rate as in 1943, but a much higher proportion 
is now being reported from overseas. Of the 38 deaths 
in the first 1944 quarter, only 9 were in the United 
States and the others were divided as follows: North 
Africa, 9; Pacific area, 7; Europe, 7; Southwest Pa- 
cific, 4; Latin America and the Bahamas, 1 each. 

* * * 


Pilot of the bomber which was the subject of a 
Saturday Evening Post story, describing the raid on 
Regensberg was Captain Thomas E. Murphy, former 
assistant cashier of the Waltham, Mass. agency of 
the John Hancock Mutual Life Insurance Company. 
The story was related by Captain Murphy’s co-pilot 
on the raid, Lt. Col. Beirne Lay, Jr. Shortly after 
the publication of the account, Captain Murphy was 
reported killed in action over enemy territory. He 
had been awarded the Air Medal for meritorious 
achievement; the Distinguished Flying Cross for ex- 
traordinary achievement while participating in aerial 
fight; two Oak Leaf clusters and the Purple Heart 
indicating he had been wounded in action against 
the enemy. 

* * * 

At an Army Air Base in the Southwest, a new 
B-17 Flying Fortress bears the name “Preferred 
Risk.” Pilot is Lt. Herbert V. Strate, a former John 
Hancock representative in Minneapolis. 


* * * 


The purchase of fifteen million dollars of Canadian 
Sixth Victory Loan Bonds by The Prudential In- 
surance Company of America, has been announced 
from the home offices of this company at Newark, 
N. J. The company maintains offices throughout the 
Dominion. 
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THE WAR FRONT 


A special advertising program in 17 military and 
naval publications that circulate among members of 
the armed forces both in this country and abroad has 
been initiated by The Mutual Life Insurance Com- 
pany of New York. 

* * * 

Shortly before his death, Secretary of the Navy 
Frank Knox announced that a new destroyer escort 
has been assigned the name, “Neal A. Scott,” in honor 
of the late Ensign Neal A. Scott, formerly a group 
representative in Nashville, Tenn., for the A®tna Life 
Insurance Company. Ensign Scott was killed in ac- 
tion aboard a United States destroyer in the battle 
of Santa Cruz in the South Pacific on October 26, 
1942. He was awarded the Navy Cross and the Purple 
Heart posthumously for extraordinary heroism in this 
action, and his destroyer received a Presidential unit 
citation. 


AGENCIES 


C. R. McAlister has been appointed general agent 
in Sacramento, California, for The Lincoln National 
Life Insurance Company, according to an announce- 
ment made by A. L. Dern, vice-president and director 
of agencies. He will succeed J. S. Marr, former gen- 
eral agent at Sacramento, who will continue with the 
company as a personal producer in the agency. Mr. 
McAlister will maintain offices at 417 Capital National 
Bank Building in Sacramento. 

*% * * 

Simultaneous with the celebration of his 30th an- 
niversary as a general agent of the Penn Mutual 
Life Insurance Company, Gaius W. Diggs, of 815 
Spottswood Road, Richmond, has announced that he 
has taken his son, A. Braden Diggs into partnership. 
After April 24th the Agency, which maintains head- 
quarters in the Mutual Building, will be operated un- 
der the firm name of “Gaius W. Diggs & Son.” 


* * * 


The Connecticut Mutual announces the appointment 
of James T. Purves as general agent at Albany. The 
appointment is effective May 1, 1944. Mr. Purves was 
formerly with The Connecticut Mutual at Syracuse 
from 1937 to 1939. For the past five years he has 
been with the Clay Hamlin Agency of the Mutual 
Benefit in Buffalo. 

* * * 

The appointments of Paul S. Kohl and O. L. Shaw 
as general agents for General American Life in Cedar 
Rapids, Iowa, and Ft. Wayne, Ind., respectively, have 
been announced by vice-president Ripley E. Bowden. 

* * * 

F. Hobert Haviland, vice-president, Connecticut 

General Life Insurance Company, announces the estab- 
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lishment of a new branch office in Duluth, Minnesota 
and the appointment of Axel R. Holmgren as manager. 
* * * 

S. Samuel Wolfson, general agent of the Berkshire 
Life Insurance Company, 17 East 42nd Street, New 
York 17, N. Y., has announced the appointment of 
Peter A. McNally as manager of the agencies’ broker- 
age department. 

*% * * 

Cesare Maraccini, representing the C. G. Standeford 
General Agency of Pacific Mutual in Madera, Cali- 
fornia, attained two outstanding goals in the past 
month, completing his 1000th week of consecutive 
weekly production and also qualifying as a member of 
the Big Three Top-Stars, highest honor group in the 
Pacific Mutual Big Tree Leaders Club. 

* * * 

“The Century Club,” an organization of John Han- 
cock district agents producing $100,000 or more of 
ordinary a year now has 818 members, writing an 
average of $159,000 annually. Five years ago the 
membership of this group consisted of 300 district 
agents. Present objective of the club is defined by 
the slogan, “At least 1,000 qualified members for the 
year 1944.” ; 

* * 

Thirty-five years of continuous service will be com- 
pleted on April 26 by William J. Rogers, who is super- 
intendent of the Steubenville, Ohio office of The Pru- 
dential Insurance Company of America, located at 


Market and Fourth Streets. 
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“Sorry, Bill. A B-risk if I ever saw one. B for bifocals, 
bridgework, bloat and bay-window.” 
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Connecticut 
General Life Insurance Company, has announced the 
appointment of George D. Covell, as manager of the 
Chicago Branch Office. 


* * * 


F. Hobert Haviland, vice-president, 


Cornelius T. Lane, formerly agency field supervisor 
for: the Metropolitan Life Insurance Company, has 
been appointed manager of the company’s district 
office at Lincoln, Nebr., and its branch office at Beatrice 
and Nebraska City, Nebr. He succeeds George S. 
Davies who died on March 22d after 33 years’ service. 

* *% * 

Edson H. Chapman, formerly field training instruc- 
tor for the Metropolitan Life Insurance Company, has 
been appointed manager of the company’s district 
office at Elgin, Ill., and its branch office at DeKaib, 
Ill. Mr. Chapman succeeds Raymond E. Storck who 
is being transferred to one of the 38 offices maintained 
by the Metropolitan in Chicago. 

* * * 

Cecil A. Evans, formerly manager for one of the 
38 district offices maintained by the Metropolitan 
Life Insurance Company in the City of Chicago, has 
been named manger of the Waukegan, IIl., district. 


COMPANIES 


Harrison L. Amber, president, Berkshire Life In- 
surance Company, announces a substantial increase 
in new business. Paid life insurance shows an in- 
crease of exactly 50% for the first three months of 
1944. He also points out that in the twelve months’ 
period from April, 1943, to March 31, 1944 the in- 
crease in paid life insurance has averaged 46%. 

* * * 

The Jefferson Standard Life Insurance Company, 
Greensboro, N. C., announces that eight members of 
the Company’s field force are National Association of 
qualified members of the 1944 Million Dollar,Round 
Table of the National Association of Life Under- 


writers. so “.e 


The appointment of H. Smith Hagan as home office 
supervisor for Missouri, Nebraska and Iowa was an- 
nounced last week by vice-president V. H. Jenkins of 
Occidental Life of California. Mr. Hagan assumed 
his new post on April 17. 

* * * 

The combined insurance increase for the Boston 
Mutual Life Insurance Company for the first three 
months of 1944 amounted to $2,931,974, as compared 
with the figure of $2,235,287 for the same period last 
year, President Jay R. Benton announced this week. 
Payments to policyholders and beneficiaries for the 
three months totalled $496,976. 
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The Excelsior Life Insurance Company, Toronto, 
Canada, announces three promotions of Home Office 
officials, effective April 1. G. Price Thomson, F.A.S., 
F.A.1.A., becomes assistant general manager and joint 
actuary. Alex. P. Johnston, F.A.E., has been appointed 
assistant treasurer. Morgan S. Crockford becomes 
assistant secretary. 

* * * 

Further endorsement of group insurance for the 
protection of wage earners has been registered by the 
Crystal Products Company, of Kansas City, whose 
officers announced today the acceptance of an agree- 
ment with the Prudential Insurance Company of 
America to provide additional coverage for the em- 
ployees of that firm. 

*& * * 

President Francis P. Sears released the Colum- 
bian National Life’s statement for 1943 at the 
annual meeting held in the home office in Boston. The 
company had in force at the end of 1943, $201,737,805 
of life insurance, a gain of $9,300,000, which is nearly 
twice the gain in 1942. 

* * * 

New paid-for business written by The United States 
Life Insurance Company during the first quarter of 
1944, as against the same period in 1943, showed an 
increase of more than 45.5%, according to an an- 
nouncement made recently by Richard Rhodebeck, vice- 
president and director of agencies. 


* * * 


Payments averaging nearly $2,500,000 a week were 
made to policyholders and beneficiaries by the North- 
western Mutual Life Insurance Co. during the first 
three months this year. The $32,037,503 total of such 
payments for the quarter included $13,139,443 paid 
to beneficiaries on death claims, $8,969,764 in divi- 
dends to policyholders, and $5,158,742 to beneficiaries 
under installment settlement plans. Since the start 
of the present war, 907 Northwestern Mutual policy- 
holders, with an aggregate insurance of $3,240,000, 
have died or are missing in action. There were 729 
deaths and 158 missing in action reported by the War 
Department, 12 civilian deaths resulting from military 
action and 8 merchant marine deaths. 

* * * 


Home office associates of W. W. Jaeger, retiring 
after 40 years’ continuous service with the Bankers 
Life Company of Des Moines, his last post being vice- 
chairman of the board of directors, and George W. 
Fowler, retiring after 37 years with the company, his 
last post being vice-president and treasurer, tendered 
pene two popular officials farewell dinners April 12 
and 14, 


ASSOCIATIONS 


Plans for the 35th anniversary meeting of the Inter- 
national Claim Association to be held September 11 
to 13 at Edgewater Beach Hotel, Chicago, are being 
drafted by a program and seminar committee headed 
by Walter E. Trout, Penn Mutual Life. Other com- 
mittee members are: W. N. Hutchison, New York 
Life; Robert K. Metcalf, Connecticut General; R. E. 
Sumner, London Life and R. T. Heller, Prudential. 

* * * 

Paul S. Miller, of 5037 Copley Road, Germantown, 
Philadelphia, assistant in the agency department of 
the Penn Mutual Life Insurance Company, has been 
appointed executive secretary of the Pennsylvania 
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State Association of Life Underwriters it was an- 
nounced today by A. C. F. Finkbiner, president of the 
association. Mr. Miller will assume his new duties 
at Harrisburg this week. He succeeds to the post 
vacated by John H. Bream now in the U. S. Navy. 


* * * 


The annual meeting of the Insurance Institute of 
Nebraska was held in Lincoln on Tuesday evening, 
April 11, 1944. The meeting was streamlined to meet 
war conditions and the subjects discussed were all 
on how the Nebraska companies were meeting War 
Time Problems. At the close of the meeting the fol- 
lowing officers for the year, 1944-45, were elected: 
President, D. H. Pinkerton, assistant secretary, Lin- 
coln Liberty Life Insurance Company; Secretary, 
Robert L. Hughes, Statistician, Guarantee Mutual Life 
Insurance Company. 

* * 

The Southern Round Table of the L. A. A. will meet 
at the Roanoke Hotel, Roanoke, Virginia, May 18-19. 
James R. Adams, Liberty National, Birmingham, is 
chairman for the group. 


* * * 


Some of the speakers at the Life Agency Managers’ 
Conference at the La Salle Hotel on April 21 were 
H. T. Burnett, vice-president Reliance Life, Pitts- 
burgh, discussing “Building a Sales Organization,” 
William J. Dunsmore, agency manager, Equitable Life 
of New York, on “Gearing for Future Responsibili- 
ties,” and Chester O. Fischer, vice-president of the 
Massachusetts Mutual Life Insurance Company, whose 
subject was “A Call to Action.” 
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Brevity is the Soul of Wit — 


WHEN 


IT COMES TO 


Cons exving Paper 


URE IT’S EASIER to let your dictation roll along. 
Sure it’s easier to write long copy. Sure it’s easier 
to do all the good, pleasant things of normal peace- 


time business when paper is like water, something you 


can pretty well use as you will. 


But now, when the increasing paper needs of the armed 
services daily decrease the national supply of paper— 


when paper is a true war essential—that's a different 


story. 


All of us in business must watch every piece of paper 
or paper board we use. We must judge its use in terms 
of absolute necessity. We must not use a single piece, 
a single inch, of paper which thriftier writing or print- 


ing or packaging can possibly save. 


For multiplied on a national scale, that particular piece 
or inch of paper or paper board becomes the tonnage 
needed by our service forces to ship precious food and 
ammunition and wedpons and medical supplies and 


blood plasma to our troops overseas. 





If there’s no Paper Conservation Committee in your 
organization or in your community, why not get one 
going today? 

This advertisement prepared under the auspices of the War Advertising 


Council in co-operation with the Office of War Information and the War 
Production Board. 








USE LESS PAPER BECAUSE 


It takes 25 tons of blueprint paper to make a 
battleship. 


700,000 different kind of items are shipped to 
the Army—and they’re paper-wrapped or boxed. 


“K” ration containers, shipped from the Eastern 
Seaboard alone, take 662 pounds of paper a 
month. 


Each Signal Corps radio set takes 7 pounds of 
kraft paper, 3 pounds of book paper. 


Each propelling charge for 155-millimeter shell 
takes 3/5 pound of paper. 


USE LESS PAPER THESE WAYS 


Review all printed forms periodically for essen- 

tiality; consolidation; elimination of waste 

space; standardization of sizes, weights, color, 
grade; elimination of color where possible. 


Eliminate slack fills, thus effecting the econo- 
mies of a smaller package. 


Use 8¥2x5¥2-inch letterheads for short letters; 
inclose them in small envelopes. 


Adjust the number of units per case to the max- 
imum practical. 


Use and re-use carbon paper consistently. 


Conversely, reduce the number of units to util- 

ize lighter carton board when such reduction 

will result in less tonnage over-all. Be sure that 

the openings are on the smallest dimension of 

the shipping container, so that the flaps will 
have the smallest area possible. 














LETS ALL USE LESS PAPER 
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With The Editors 








IN THIS ISSUE 


Executive Compensation—Among 
the most baffling problems facing 
business today is that dealing with 
the compensation of executives. 
Upon its correct solution depends 
in no small measure the factor of 
accomplishment. In the ninth ar- 
ticle of his series on management, 
Dr. Harry Arthur Hopf analyzes 
this problem and presents an il- 
luminating discussion of funda- 
mentals. The article begins on 
page 36. 


* * * 


Health—It required the crisis of 
war to emphasize the lack of safe- 
guards for our most valuable asset 
—our health—and the absence of 
authoritative information on the 
subject. The Army's Selective Ser- 
vice medical examination of more 
than three million more or less 


young men resulted in the rejection | 


for service of more than fifty per 
cent of selectees. In an article on 
page 26, Editor Thomas J. V. Cul- 
len points out that our national 
health problem could be met with 
much better hope of mastery and 
greater effectiveness if we had ac- 
curate and fairly complete infor- 
mation about the character and 
the extent of the physical and 
mental defects of our population. 


* * * 


Sales—Kenilworth H. Mathus con- 
cludes a short series on selling by 
age groups with a very meaty and 
field-tested discussion of our friend 
"John Doe," the man who is age 
35 and who actually is the man 
who is responsible for the steady 
progress of the life insurance busi- 
ness. This article, containing nu- 
merous suggested sales proce- 
dures, begins on page 8. 


* * * 


Social Security — Its extension is 
often a subject of speculation, but 
before going further it might be 
well to review the bidding, so to 
speak, and see just how it has 
worked out so far. M. Albert Lin- 
ton, president of the Provident 
Mutual Life Insurance Company, 
discusses the Act since its begin- 
ning, the changes which have been 
effected, and suggests still further 
possible improvements.—See page 
30. 
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How Far To Go? 


pPORTLyY because of the growth 
of accident and health insur- 
ance, and partly as a means of 
offsetting socialized Federal in- 
surance plans in that field, pri- 
vate insurance companies in gen- 
eral are giving more attention 
than ever to the line. Hospital- 
ization and surgical indemnity 
features are running mates of 
accident and health insurance 
and their development is not 
only in the hands of casualty 
companies, but of life insurance 
companies as well. 

Now, it must be admitted that 
recent surveys have all shown 
that the larger the amount of 
reimbursement paid to hourly 
workers and the shorter the wait- 
ing period stipulated, the higher 
will be the incidence of sickness 
claims. Similarly, underwriters 
have long been aware that large 
payments for disability are prone 
to encourage absenteeism which 
is reported as sickness. 

Under the stress of competi- 
tion, and under the impetus 
furnished the business during 
the past four years, accident and 
health insurance is constantly 
broadening in scope, with dis- 
ability benefits, hospitalization 
coverages and surgical provi- 
sions being gradually but surely 
expanded, often without corre- 
sponding increase in premiums. 
Even the so-called non-profit 
plans, like the Blue Cross, have 
begun to feel the inertia. When 
the American Health Insurance 
Company of Baltimore was 
formed by the Commercial Cred- 
it Company to provide surgical 
indemnity on a group basis as a 
supplement to hospitalization 
coverage, the Hospital Service 
Plan Commission of the Blue 
Cross adopted a resolution dis- 
approving of having any Blue 
Cross unit act as an agency of a 
commercial insurer of surgical 
benefits. That was just a straw 
in the competitive wind, but it 
indicated the direction of a 
trend. 

If companies writing accident 
and health, and those writing 
disability, hospitalization and 
surgical benefits, extend their 


’ offerings unduly, the results may 


well be the exact opposite of 
what they are seeking to achieve. 
Admitting that the threat of 


Federal insurance in place of 
private insurance is there, com- 
petition must not be permitted to 
force the introduction of cover- 
ages which are not based on 
the soundest underwriting prin- 


ciples. 
= Sf 


Standardization 


| pee: life insurance agent has 
plenty of troubles these days 
and one of them is the matter of 
completing death claim forms 
where the policies of several 
companies were in effect. It may 
well turn out that the require- 
ments of three or more com- 
panies will differ in important 
respects when it comes to filling 
out the claim forms. Naturally, 
this doubles the work of the 
agent and may even delay pay- 
ment which could otherwise be 
made at nearly the same time by 
all the companies having policies 
in force on the particular as- 
sured. 

Some death claim forms ask 
for a statement from the under- 
taker who was called in. Others 
do not include this. Statements 
from all doctors who attended 
the assured during his last ill- 
ness are stipulated by some life 
companies. In other cases, only 
the statement of one physician 
is required. There are many 
other points of difference in the 
death claim forms and needs of 
the various companies. 

When several companies have 
policies in force on the assured 
at the time of his death, the 
variations in claim forms can be 
an annoyance both to the agent 
and to the beneficiary. It is even 
possible that seeds of distrust of 
life insurance settlements may 
be sown in the public mind as a 
consequence. 

Perhaps all life insurance 
companies could now study the 
question of having death claim 
form requirements standardized. 
If all companies used the same 
wording in their claim forms 
there would be no chance for 
misunderstanding even where 
many companies had policies on 
the same assured. Furthermore, 
the agents in such instances 
would be able to move more 
promptly toward full and speedy. 
accomplishment of the purpose 
for which the protection was 
originally issued. 
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BEAT Runes Reserves—in war or in peace 
Re ae a ee pr HOUGHTFUL life insurance men are able to secure con- 
oa cation for management. With this aye ng ats: es their say in the intrinsic wae 
od te article he will bring to a close the a d be a ‘cher e sete weeny 23 oe iat een pit 
ee, first part of his series on fundamen- par eS er national or international in characte 
an tals. Later articles will concern them- P . 
orin- pores hy Ea of nancy By way of evidence of this, a comparison of the two great 
| applied to the lite insurance field. antagonists in the gigantic struggle of today might be sug- 
=. gested. A study of Hitler and his Axis partners on one side 
" J and the allied Democracies on the other will force attention 
| ithe __ (but often over- at once on a basic difference which spells ultimate defeat 
es ae = activity in the field of for the one and complete victory for the other. 
lee public relations is the company mu- : “in 
: - seum or exhibit. The ‘searching This fundamental and important principle applies as much 
rine searchlight” of a Spectator Staff to the life of the individual as it does to the existence and 
eral Survey es its beams on this de- the survival of powerful nations. This is reserve strength. 
nay vice, neglected by most companies, It has equal application, too, to a life insurance company 
We. remarkably well exploited by a few. and to the family of a bread winner. Presence or absence of 
anf In the first of a series of articles, - sufficient reserves measures the permanency of either com- 
nal take you on a visit to the world- pany or family. In this connection, Germany, be it remem- 
ing — —— of Lincolniana of bered, started out on the road to power as an impoverished 
ly We “ge ae Life of Fort nation; there was no reserve strength to bulwark the first 
ie Wayne. te you'll find our treatise acts of the Nazi Government. Consequently it resorted 
= is more than a mere human-interest to the enrolling of labor for the service of the State; 
* ght we will bring to your attention, next capital was conscripted. In due course the funds of 
by at : e ee time, ges of the prin- Jewish citizens and other minorities were confiscated. When 
on ae nee ying the a col- even this proved insufficient to support the monster of 
wy hits and operation of such ex- Nazism, a series of conquests were undertaken. Austria, 
ibits. Czechoslovakia, Denmark, Norway, Belgium, Holland, 
ok ’ + France, Greece, Yugoslavia, all were overrun and obtained. 
“" PRESENT company excepted, of Then, the attempted conquest of Russia! 
rs course, will be the tag line on any Lacking reserves and economic security to survive, Ger- 
ts criticism of life insurance offered to many must continue stealing, attacking, assaulting. On the 
od an agent by his cliént. And so, as other hand, the democracies of England, Russia and America 
I. most regular readers of this magazine and even China have enormous resources. They do not have 
fe know, The Spectator in past issues to beg, threaten or rob. Under threat of aggression, they 
y has presented a series of statements grow so strong that their defeat, on economic grounds, be- 
7 gathered from the general public by comes a practical impossibility. 
y interview to show the opinion of the 
ie layman" on the general subject of This war cannot be won by the Axis because they lack 
f life insurance. This article is a con-- the reserves for the last battle. Every great warrior, from 
tinuation of that practice. We be- Xerxes to Moltke, knew that the winner is he who has the 
e lieve that, for the agent and com- last reserves. Every owner of life insurance knows that he 
d pany man, there is value in these is protected against the hardest blows that life can deal, 
e statements, for they represent the because he has a reserve strength. Perhaps Hitler, in prison, 
e frank and uninhibited reactions of in- instead of writing “Mein Kampf,” should have studied life 
t surance minded people in some in- insurance. 
i stances, and in others, of those who, T. J. V. a 
f while not interested in insurance now, 
may in later years be potential 
§ clients. 
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“THE DIRECTOR OF 
TURKISH INSURANCE SScleny 
ORDERED IN HIS WILL,” Her A 
WINDOW BE BUILT IN HIS Tome 
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A good life insurance agent likes nothing better than a “hard to please” 


client. He represents a challenge to the ability and the training of an under- 
writer who knows how to fit life insurance protection to the most exacting 


demands of the prospect. It might be said that our most successful agents 





are those with the greatest number of “hard to please” policyholders. 


LIFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 
GUY W. Cox, President 


EIGHTY-TWO YEARS IN BUSINESS . .. INSURANCE IN FORCE $6,438,540,577 ON 7,000,000 POLICYHOLDERS 











CARTOON BY ALEXANDER 


BY COURTESY OF THE PHILADELPHIA EVENING BULLETIN 


THE DEEPEST WOUND 


es the mother whose son was slain at Salerno or 
Tarawa, there could be no greater tragedy. To 
a nation which lives forever, there could be no 
greater tragedy than losing the war. But all wounds 
are not inflicted by the enemy. 

On the home front, our deepest wound has been 
the spectacle of various groups battling with 
each other for price and wage advantages. 

If successful, their efforts can lead only 
to inflation and chaos. “ 

The individuals who comprise these 
groups are inherently no more selfish 
than their fellow men. They are the 
same blood and flesh and bone as 
their sons and brothers on the 
battle fronts. Their trouble is 
that they do not understand. 
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SAFETy 


PROVIDENT ins 


That is why one hundred sixteen Life Insurance 

Companies of America are banded together to tell 

the public the truth—and to show how each in- 

dividual can help win the vital Battle against Infla- 

tion today. The campaign, which is appearing as 

advertising in leading newspapers in all American 

cities of over fifty thousand population, as well 

as in farm papers, is conducted as a re- 

sponsibility to the sixty-eight million 

policyholders whose savings are 
affected. 

This company is proud to partici- 

pate in the campaign of the Life 

Insurance Companies of America, 

and to urge that every life 

insurance man and woman 

support so worthy a cause. 


Lire INSURANCE COMPANY OF PHILADELPHIA 


Pennsylvania 


@ Founded 1865 





